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5lf?I*^*** Those Higlble 

percent of the snnuity. 
to ^dition to »ny 8odiI Seenrity ben- 

Ito. n«Bf(teiit, hesrinss on this legfe- 
Irtlon lw?e been scheduled befnre the 
Senate Oovenunentsl Affairs Commit- 
f^/m jBept ember », lo. and 11. 

Mr. President, 1 adc unanimous con- 
amt the bin, a seettonaJ analysis, 
J Reaeardi Service 
and benrfit analysis be printed in 
the Recokb at this pi^nt. 

T^re b^ no objection, the mate- 
^ ordered to be printed to the 
KBcoKs, as foUows; 

&1S7T 

*vOuSmaU and Houte of 
^prwntatitfes tif the United State$ tjf 
«n Comonot mnembled. 

Act moT he cited as the “CIvO 
Service ffeaslon Befom Act of lilS". 


Investment Board ami be es- 
tobUshed as an off budget agency to 
' eS»S^f*«t****^ Wan. It aril] be oom- 

Sfth^?^ ? **-* y“***** Chairman 

of tte Treasury, the Director of 
representaUses of Fed- 
aw mpi^ee organimUoos appointed 
by the Preddent. The Board wfll sp- 
lint an Baecutive Director arho ariU 
responsible /or mfutiiw tlic sccncv 
^directing the tovSnentil^ 

Board arill not matte any direct invest- 
ment, but instead contract arlth invest- 
mmt firms to accomplish the 
TOe Bowd may establish other catego^ 
for investments in m t>i> 

Government securities, fixed income, 
md common stock index tovestment 
frads specifically provided for in tiHc 
Plm. ®x^ for the S yean when the 
■j^cy ^11 receive Federal appropria- 

through a portion of investment re- 
turns. 

according 

to ell^llty f<w Social Security bene- 
flts. Vesting In either case is 18 
mmtha H one is eligible for Social Be- 
auty disability benefits or is ineligi- 

J5* • tosufflclmt 

quaiten coverage, the emidoyee Is 
Aoaanteed 60 percent of his average 

reoeii^ 
benefits untQ teaching 
*•* If *be employee, as a result of 
.nonwork related ilineaa or injury, is no 

IWhuaUflod far hit poiiiii^ir ai^ 

•'“■‘f*®"* •>«** to ineUgible 
ferSDcial Security benefits; he is enti- 

■***“ tftoaMlty benefit. 

This benefit providea 60 percent of his 
av^e pay in the lint ^ 

UUm^to disability bentfits and 40 
^romt of hb average aalaiy in subse- 
dPOht yeara until the emplQyee leeov- 
ctaorteMdiesageSS. 

provided 

through a long term eUsabiUty insur- 
anm purcha^ by the Oovecn- 
»«t ^ ad min istered by a third 
P^y- Uisi^ this approach to provide 
generouB heaeUts for total disahilitv 
^“e«to for occupationiU 
dlsa^ty is c omm on in private indus- 
tiy. These benefits do not Inriude the 
addM amount avaHaUe through an 
employee’s thrift plan. 

Pareretirement survivor benefits are 
payable to a spouse of a deceased em- 
ployM who liad 5 years of service. If 
61 employee was eligible to 

jwire, the survivor gets 50 X)ercent of 

annuity with applicable toinmiedl«tef«tiiwneii 

early retirement reductions plus Raci al Eoiittetncnt to deferred ieUrement. 

Security. If the deceased employee wuMiity. 

was ineligible to retire, the survivor 
will receive 50 percent of the deceased 
raploy^’s accrued annuity at the 
employee would have been 
e^ble to retire. In addlUon, the sur- 
* noncontributory 
MTOunt of life insurance equal to the 
oa^ contributory amount available 
oi^r current law through FMera! 

Employ^Oroup life Insurance. 

« retirement survivor benefits 
loilow the same policy as long as such 


July SO. ms 


2. The IMUP06W or this Act «ie- 

KUrameat benefite plan which to eempan- 
fltepton^ Prtvtte cector retirement hene- 

fbmiicUl stability and 
ne^UKv for the future of each Fedeia] 
employee; 

CS) to ensnte a fuDy funded and financial- 
teSS mtlrement 

<4) to cohimee poriabiUty of Ktirement 
♦2**^^**^**® Federal Jobe and jobs outside 
inc rMeral Oovemment; 

— Uieo^ lonBofeach Federal 
with leapect to reUrement bene- 

f®* ** OBooorage Federal employ ees to hi- 

cn^peiaonal aaviiim for leK^ 

«>Pl«roes in the in- 
proems with le- 
to the asaets of the retirement system: 

protection from 
dje^lM to to ud dttiaiiai Menl employoes 
^g^ tocwaaegu ch praioetimi for eligiUe 


“M25. Admfaitotrative provtohms relatliw to 

••«».T«n'ES2KSl**-“-' 

**s^K«iam nr-simvivoa ■— srii a 

‘Wtai. Basic plan apm ia l benefits lelsUng 
to Use death of a partiefpant or 
lomier participant other than 
an annuitant. 

•••43Z Bade plan spousal and insurable In- 
temt benePts relating to the 

..PAOfv of an annuitant. 

8433. Bunivor beneflu under the thrift 
savings plan. / 

"•04. Basic yd thri ft aair^gi plan auivivor 
benefits rela/ins to msirlace 
•f ^ oonunelweaieiii of an an- 
mdty. 

8435. Survivor be nef it s for fomer spouses: 

Mm.mxf A.. enauements; smount. 

8436. survivor benefiU for fonner^uses: 

Sections, deposits and eoilec- 
2®*^ •“<1 sdrninidmive provi- 


AM* ^ ontltlenient. 

8438. l>BKMlts to thePuDd. 

*W44I. 

*'8442 

**8445, Medical e TMnft^n/vy m 

emjaoymeiit 

W7. fCbeovefy or lestoratlon of eanii 



CB^ty.' ssniing 

RelatknMhIp to oorterr compensa- 
tion. 

**8443. Mditaiy res erve Icchnidans. 

8451. A^uuial nooountins; special contln- 
.smwern *«»cy reserve. 

*8452. federal Employees’ DisabUity Insur- 
ance Tlmd. 

* ’SuschAym vi omasAL aao 
abwnnsnanvg movrsioira 
•mm. AutlKM^ Of the Office of tonoan^ 



Sbc. 101. (a) nues. Untted States code, to 
J®*»4od by inmiting after chapter g3 the 
foUovingneaclmpter 

’’Gusma S4— CIVIL saavics mnioM stsixm 

'^nrocMRn i-agnmnowa; avn. asavus 




'*See. 

**840LZ>efiniUom. 

*W402. avil Service Pension System; partld- 
patlon. 

"8403. Relationship to the Social Security 
Act. 

**sii*aiApna n — sasic nair 


BeducUon for early retiiement. 

annuiUes. 

.2;Jm of payments. 

benenu option. 

^18. f^mding. 

*W418. Amding of annuity attributaMe to 
inttUaiy aerviee. 

"sracBsym in— XBrnrysavuros rum 

•8421. Contributions. 

*W422:VesUiw. 

"8423. Entitlement and electioos jelaUng to 
enttUemenL 

8424. Annuities: methods of payment; elec- 
tion; and computation. 


“8402. OOst-ofdiving adiustment in 

PiM annuiUes and survivor an- 

"8463. Rale of benefits. 

"8464. CoUimenoeiiient and termination nf 
annuities. 

*8465. Watv er, aH glment. and assignment of 
oenefita. 

m!J2 - forhenenti. 

•BMT. OmMmden. 

• 64M. Aa iMhmand pay aa roempioyment. 

AUkoAnm vu— oswamoa numnoM 

“8471. IVeUimnt of flertata Individuals snb- 

Jact to the Civil Beniee fictite- 

...... « ^nrihtandlMaabllltySyatem. 

*472. Special ndm for particlpantorrialn- 
ing rotitlement in the Civil 
fcjvlee Retirement and Dto- 
...-..^toUtySyatem. 

“MTS. Partl^^ auhject to the FedemI 
Retirement Contri- 
hntion Xemponry AdJuatment 
ActofttiS. 

“M74. Reempioyed annuJtanU under the 
Chril Servioe Retirement atad 
rasabnuy System. 

••*475. Exemption from certain offset provi- 
^«w of the Soeial Security 

•M76.ltocullatiaaa. 

"soacHAWxB VIII— cmx amvicg thkivt 


IMSI. Civfl^jBemioe Thrift invmtmrnt 
"6492. Civil Bnvioe Thrift Advtooiy Oom- 


“M93. Execi^ve INnetor 
"MM. Investmad policy. 
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AdmlntelrftUve provisions. 

Fiduciary responsibfliUes; liability 
and penalty. 

**8oacHArTsa i— PErunnoHs; civil scrvici 
rENSlOlf SYSTEM 
-f Mltl. llrfiiiiliMt 

**Exoept as otherwise provided In this 
chapter, for the purposes of this chapter— 
**(!> the term 'account*, when used with re- 
spect to a participant or annuitant, means 
an account established and maintained 
under section 8428(a) of this title; 

*‘(2) the term 'annuitant* means a former 
participant who Is entitled to an annuity 
under this chapter and who has applied 
under this (diapter for the payment of the 
annuity to commence; 

* (8) the term 'average pay*, when used 
with respect to a participant, means the 
lugest annual rate resulting from averaging 
the participant's rates of basic pay In effect 
over any 5 consecutive years of creditable 
sen’foe or. in the ease of an annuity under 
this chapter based on service of less than S 
years, over the total servtee. with each rate 
weighted by the period It was in effect; 

"(4) the term 'basic pay*, when used with 
respect to a participant— 

'‘<A) means the lesser of— 

"<i) the basic pay of the participant estab- 
lished pursuant to law. without regard to 
any provision of law texoept sections 8308 
and 5382(b) of this UUe) UmiUng the rate of 
pay actually payable in any pay period (in- 
cluding any provision of law restricting the 
use of appropriated funds): or 
"ili) the nte of basic pay payable for level 
I of the Executive Schedule; and 
*'(B) Includes the Items described In sub- 
paragraphs (A) through (D) of paragraph 
(3) of section 8331 of this title and does not 
include ihe items excluded by such para- 
graph; 

"(6) the term 'Board* means the CivU 
Service Thrift Investment Board estab- 
lished by section 8491(a) of this title; 

"(6) the term 'Civil Service Retirement 
and Disability Fund* means the CM\ Service 
Retirement and Disability Fund referred to 
in section 8348 of this UUe; 

"(7) the term 'court*, when used with re- 
spect to a judgment, decree, order, or other 
judicial acUon. means any court of the 
United States, a State, the District of Co- 
lumbia. ihe Commonwealth of Puerto Rico, 
or a territory or possession of the United 
States, or any Indian court, having jiufsdic- 
Uon to issue such judgment, decree, or order 
or to take such other judicial acUon; 

"(8) the term 'Director* means the Direc- 
tor of the Office of Personnel Management; 

"(0) the term 'dynamic assumpUons* 
means economic assumptions that are used 
in determining actuarial costs and liabilities 
of a retirement system and In anticipating 
the effects of long-term future— 

"(A) Investment yields. 

"(B) Increases in rates of basic paj\ and 
"(C) rates of price inflation; 

"(10) the term 'earnings', when used with 
respect to the Thrift Savings Fund, means 
the amount of the gain realised or yield re- 
ceived from the investment of sums in such 
fund; 

"(11) the term 'eligible former spouse*, 
when used with respect to a parUcIpant or 
former participant, means a former spouse 
of the participant or former participant who 
was married to the parUcipant or former 
participant for at least 9 months; 

"(12) the term 'employee* means— 

"(A) each individual referred to in sub- 
paragraphs (A). ^E). (F). (H). (I), and (J) of 
section 8331(1) of this title, including an em- 
ployee of the United States Park Police and 
an employee' of the United States Secret 
Service; and 


"(B) a Congressional employee as defined 
In section 2107 of this title. Including a tem- 
porary Congressional employee: 
any of whose aervioe after December 31. 
1983. Is employment for the purposes of 
. title 11 of the Social Security Act and chap- 
ter 21 of the Internal Revenue Code of 1954. 
except that su^i term does not Include any 
Individual referred to In clause (I), (II), <v). 
(vl). or (lx) of paragraph (1) of section 8331 
of this title or In the undesignated material 
after clause (lx) of such paragraph, any In- 
dividual excluded under section 8402(bK2) 
of this title, or any individual who was sub- 
ject to subchapter 111 of chapter 83 of this 
title on December 31. 1983. and has not 
commenced participation In the System pur- 
suant to section 8471 of this title; 

"(13) the term 'Executive Director* means 
ihe Executive Director appointed under sec- 
Uon 8493(aKl) of this UUe; 

"(14) the term 'firefighter' means an em- 
ployee the duties of whose posiUon— 

"(A) are primarily to perform work direct- 
ly connected with the control and extin- 
guishment of fires; and 

"(B) are sufficiently rigorous that employ- 
ment opportunities are required to be limit- 
ed to young and physically vigorous Individ- 
uals, as determined by the Director consid- 
ering the recommendation of the employing 
agency; 

"(15) the term "Fund* means Uie CIvU 
Service ReUrement and Disability Fund; 

"(16) the term 'Qovemment* means the 
Federal Government and Oallaudet Gollege; 

"(17) the term 'law enforcement officer* 
means an employee, the duties of whose po- 
sition— 

"(A) are primarily (i) the Investigation, 
apprehension, or detention of individuals 
suspected or convicted of offenses against 
the criminal laws of the United States, or 
(U) the imtecUon of officials of the United 
States against threats to personal safety; 
and 

"(B) are sufficiently rigorous that employ- 
ment opportunities are required to be limit- 
ed to young and physically vigorous Individ- 
uals. as determined by the DirecUw consid- 
ering the recommendation of the employing 
agency; 

"(18) the term Toss*, when used with re- 
spect to ihe Thrift Savings F^md, means the 
amount of the loss realised Bom the Invest- 
ment of sums In such fund; 

"(19) the term 'lump-sum credit* has the 
same mesnlng as provided by aecUon 
8331(8) of this UUe; 

"(20) the term 'Member* has ihe same 
meaning as provided In aecUon 2106 of this 
UUe. cxc^t that such term does not include 
a person who (A) was a Member of Congress 
on December 31, 1983. and (B) has not com- 
menced participaUon in the System pursu- 
ant to se^on 8471 of Uiis UUe; 

**(21) the tern military reserve techni- 
cian* means a member of one of the reserve 
components of the Armed Forces specified 
in secUon 261(a) of UUe 10 who— 

"(A) Is assigned to a civilian position as a 
technician in the administration and train- 
ing of such reserve components or In the 
maintenance and repair of supplies issued to 
such reserve oomponMits; and 

"(B> as aconditioh of employment In such 
position. Is required to be a member of one 
of such reserve eoinp<menU aerving in a 
specified military grade; 

"(22) the -term 'net earnings' means the 
excess of earnings over losses; 

"(23) the term 'net losses* means the 
excess of losses over earnings; 

"(24) the term 'normal cost* means the 
entry-age normal cost of the provisions of 
the System which relate to the Fund, com- 
puted by the Office in accordance with gen- 


erally accepted ac tuarial practice and stand- 
ards (usliig dynamic assumptions) and ex- 
pressed aj) a level percentage of aggr^ate 
basic pay; 

"(25) ih^ term 'Office* means the Office of 
Personnel Management; 

"(28) thie term *partlclpant' means an em- 
ployee or Member or a person who is receiv- 
ing disa^lty beneflU under subchapter V 
of this ch|q>ter^ 

"(27) the term *prioe Index* has the same 
meaning ks provided in aectkm 8331(15) of 
this tiUe; 

"(28) the term 'service*, when used with 
respect i6 a participant or former partici- 
pant. mcsps— 

"(A) embloyment as a parUcipant; 
**(B)siip|ect to section 841818) of this UUe. 
military iservioe as provided in section 
8332(c) offthis UUe; and 
"(C) seihdce that Is credltablp under sub- 
chapter 1|Q of chapter 83 of this title, but 
only to the extent provided In secUon 
8472(a) this tiUe; 

"(29) tM term ^supplemental liability* 
means the ssUmated excess of — 

"(A) tli^ actuarial pr esent value of all 
future bmfits payable from the Fund 
under Uih chapter, over 
"(B) thksumof— 

"(i) thk actuarial pr ese nt value of the 
future oohtribuUona to be made on behalf 
of particibants pursuant to section 8418(a) 
of this Utle; and 

"(U) tti balance in the Fund attribuUble 
to the System on the date the supplemental 
liability u determined; and 
"(80) the term 'System' means the Civil 
Service Pension System described In section 
8402(a) of thlB UUe. 

*<98401 CNI Bcrviet Pv a aisa SyilMa; pariicipa- 
tlOB 

"(a) The provisions of this chapter com- 
prise the Civil Service Penrion System. 

"(bKl) Except 88 provided In paragraph 
(2) of th^ suhafTHnn, each employee and 
Member shall be a participant in the 
System. 

"(2KA) The Office may exdude fnmi the 
operaUon of this chaiAer an employee or 
group of employeea In or under an Execu- 
Uve agency whose employment Is temporary 
or Intem^ttent. except an employee whose 
employment is part-time career employment 
(as definedin seetton 3401(2) of this ^Ule). 

"(B) Architect of ttie Capitol may ex- 
clude from the operation of this chapter an 
employed under the Office of the Architect 
of the C^tol whose employment is tempo- 
rary or m uncertain duration. 

"(C> Tpe liluarian of Congress may ex- 
clude frdn the operaUon of this chapter an 
employee undu* the Library of Cemgress 
whose eipployment is temporary or of un- 
certain d^Uon. 

"98493. E^lsttsaikis Is the Socisl Sccartty Act 
"Except as otherwise provided in this 
chapter, the benefits payable under the 
System lire in addition to the benefiU pay- 
able under the Social Security Act. 

"SUBCHAPTER n-BA81C FLAN 
*<9 8411. EstkleBieiit Is hasisdlatc rctlremcal 
"(a) Ah employee or aMember who Is sep- 
arated frdm Oovemment employment after 
bec^oming 55 years of age and eonmleting 10 
yeasi of service is enUUed to an immediate 
annuity. 

"(b) An employee or a Member who Is sep- 
arated frpm Oovenunent employment after 
becoming 62 years of age and completing 5 
years of gervice Is enUUed to an Immediate 
annuity. 

"(c) Ah employee who is separated from 
Oovenunent employment after completing 
25 years bf service as a law enforcement of- 
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fleer or firefighter, or any combination of 
such service totaling at least 25 yean. Is en- 
titled to an Immediate annuity. 

*'(d) An employee who Is separated from 
Government employment after completing 
25 yean as an air traffic controller Is enti- 
tled to an immediate annuity. 

**(eKl) Except as provided in paragraphs 
<2) and (3) of this subsection, any employee 
who has completed 25 yean of service, or Is 
not less than 50 yean of age and has com- 
pleted 20 yean of service, and who— 

“(A) Is separated from Government em- 
pl 03 rment involuntarily, except by removal 
for cause on charges of misconduct or delin- 
quency. or 

'*<B) while serving in a geographic area 
designated by the Director, Is voluntarily 
separated from Government employment 
during a period that (as determined by the 
Director)— 

**(i) the agency In which the employee is 
serving is undergoing a major reorganiza- 
tion. a major reduction In force, or a major 
transfer of function, and 
**(ii) a significant percentage of the total 
number of employees serving in such agency 
will be separated or subject to an Immediate 
reduction In the rate of basic pay (without 
regard to subch^ter VI of chapter S3 of 
this title or comparable provisions), 
is entitled to an immediate annuity. 

**(2) An employee described In paragraph 
(IKA) of this subsection is not entitled to an 
annuity under this subsection If tht employ- 
ee has declined a reasonable offer of an- 
other position in the employee's agency for 
which the employee Is qualified and the of- 
fered position Is not lower than 2 grades- or 
pay levels below the employee's grade or 
pay level and is within the employee's com- 
muting area. 

**(3) Paragnmh (l) of this subsection shall 
not apply to a firefighter, law enforcement 
officer, or air traffic controller who has 
completed 25 years of service. 

"(f) An annuity authorised by this section 
is computed under sections 8413 through 
8415 of this tiUe. 

"f 8412. EntiHement to deferred letiremeRt 
"(a) A participant who Is under 55 years of 
age and separates from Government em- 
ployment after completing 10 years of serv- 
ice Is entitled to an annuity to commence on 
or after the date the participant b^mes 55 
years of age but not later than the date the 
participant becomes 62 years of age, as 
elected by the participant under rules pre- 
scribed by the Office. 

**<b) A participant who is under 62 years 
of age and separates from Government em- 
ployment after completing 5 years of service 
and before complete 10 years of service is 
entitled to an annuity to ccmunence on the 
date the participant becomes 62 years of 
age. 

**(c) An annuity authorized by this section 
Is computed under sections 8413 through 
8415 of this tiUe. 

"6 M13. Computation of annuity 
“(aHl) Except as provided in section 8414 
or 8415 of this title, the amount of the an- 
nuity an annuitant Is entIUed to receive 
under this subchapter shall, be equal to the 
product of 1 percent of the former mutici- 
pant's average pay (while serving as an em- 
ployee or Member) multiplied by the par- 
ticipant's total service. 

"(2) For the purposes of computing the 
amount of an annuity under paragraph (1) 
of this subsection, the total service of a par- 
ticipant who separates from Government 
employment entitled to an immediate annu- 
ity or who dies leaving a survivor or survi- 
vors entitled to a survivor annuity under 
this chapter includes days df unused sick 
leave credited to the participant under a 


formal leave system to the same extent that 
unused sick leave Is credited In computing 
an annuity of a person who is jiubject to 
subchapter HI of chapter 83 of this title, as 
provided In section 8339(m) of this title. 

"(bKl) A former participant who is enti- 
tled to receive an annuity under subsection 
(c) or (d> of section 8411 of this title and Is 
at least 55 years of age and not more than 
62 years of age shall be entitled to receive 
an annuity supplement. In addition to the 
amount of the annuity computed under sub- 
section (a) of this section, while the former 
participant Is under 62 years of age. 

"(2) The amount of the annuity supple- 
ment payable to a former participant under 
paragraph (1) of this subsection shaU be 
equal to the estimated amount of the bene- 
fits that— 

"(A) the former participant would be enti- 
tled to receive under title II of the Social 
Security Act if the participant were 62 years 
of age on the date the annuity referred to in 
such paragraph commences; and 

"4B) is attributable to servioe referred to 
In section 8411(c) or 8411(d) of this title, as 
the case may be. 

computed on the date such annuity com- 
mences and Increased as provided In para- 
graph (3) of this subsection. 

"(3) Effective on January I of each year, 
the amount of the annuity supplement pay- 
able to a former participant under this sub- 
section shall be Increased by the percentage 
increase, if any. In the SSA average wage 
Index (as defined in section 215(iKlKG) of 
the Social Security Act) published for No- 
vember of the preceding year over such 
Index published for November of the next 
preceding year. 

"(c) In computing under this section the 
annuity of an Individual who has performed 
service on less than a full-time basis, such 
service shall credited on a proportional basis 
equal to the fraction that such service Is of 
full-time service, and the annual rate of 
basic pay that would be payable for fuU- 
time service In the position shall be deemed 
to be the rate of basic pay. 

"i 8414. Reduction for early retirement 

"The annuity computed under section 
8413(a) of this title (without regard to this 
section or section 8415 of this title)— 

**(1) for an annuitant, other than an annu- 
itant referred to in paragraph <2) or (3) of 
this secti(>n, who Is under 62 years of age on 
the date on which the annuitant's annuity 
commences shall be reduced by one-sixth of 
1 percent for each month that the annui- 
tant Is under such age on such date: 

"(2) for an annuitant, other than an annu- 
itant entitled to an immediate annuity 
under section 8411(e) of this title and an an- 
nuitant referred to In paragraph (3) of this 
subsection, who Is at lesst 55 years of age 
and is under 62 years of age on the date on 
which the annuitant's annuity commen<^ 
and has not completed 30 years of service 
yhall be reduced 4>y five-twelfths of 1 per- 
cent for each month that the annuitant is 
under 62 years of age on such date: and 

"(3) for an annuitant who is entitled to an 
Immediate annuity under subsection (c) or 
<d) of section 8411 of this title or who sepa- 
rated from Government emplosrment' as a 
military reserve technician shall be reduced 
by five-twelfths of 1 percent for each month 
that the annuitant is under 55 years of age 
on the date on which the annuitant's annu- 
ity commences. 

**l 8415. Reduction for survivor annuities 

"(a) The annuity of an annuitant comput- 
ed under section 8413 of this title and. If ap- 
propriate, under section 8414 of this title 
shall be reduced by an estimated amount 
such that the actuarial present value of the 
retirement benefits expected to be payable 


to the annuitant under this subchapter and 
all survivor benefits expected to be payable 
out of the Fund with respect to the annui- 
tant is equal to the actuarial present value 
of the r^irement benefits that would be ex- 
pected io be payable under this subchapter 
to the annuitant pursuant to the method re- 
ferred io In section 8416(aH2KA) of this 
title, as determined under regulations pre- 
scribed by the Office. 

"(b) A reduction In the annuity of an an- 
nuitant pursuant to subsection (a) of this 
section iihall be adjusted, as appropriate to 
carry oiit such subsection, to reflect any 
change in circumstances relating to entitle- 
ment to a survivor annuity/ Including any 
election^ made pursuant t^v^tion 8434(a), 
8436(b), or 8436(c) of this^Ue. 

"f 8414. fIcUiods of Psyment 
"(aKl> The Office shall prslcribe methods 
of payment of annuities under this subchap- 
ter. 

"(2) The methods of payment prescribed 
under paragraph (1) of this subsection shall 
Include, but not be limited to— 

"(A) a method which provides for the pay- 
ment of a monthly annuity only to an annu- 
itant during the life of the annuitant: 

"(B) a method which provides for the pay- 
ment of I a monthly annuity to an annuitant 
and a monthly survivor annuity equal to 50 
percent I of the annuitant's annuity on the 
date of the annuitant's death (computed 
without regard to an election under section 
8417(a) of this title) to the annuitant's sur- 
viving spouse, if any: and 
"(C) a method which provides for the pay- 
ment of a monthly annuity to an annuitant 
and a monthly survivor annuity equal to 50 
percent of the annuitant's annuity on the 
date of the annuitant's death (computed 
without regard to an election under section 
8417(a) of this title) to an Individual who Is 
designated by the annuitant and who has an 
Insurablb Interest In the annuitant. 

"(bKl) Subject to paragraphs (2) and (3) ^ 
of this subsection— 

"(A) under such regulations as the Office 
shall prescribe, a participant or former par- 
ticipant who Is applying for an annuity 
under this subchapter to commence shall 
elect one of the methods of payment pre- 
scribed by the Office under subsection (a) of 
this section; and 

"(B) the annuity of an knnuitant under 
this subehapter shall be paid in accordance 
with the method of payment elected by the 
annuitant pursuant to subparagraph (A) of 
this parggraph. 

"(2KAj A participant or former partici- 
pant who Is married on the date on which 
the parUcipant or former participant ap- 
plies for an annuity under this subchapter 
to commence may elect a method of pay- 
ment other than the method described In 
subsection (aK2KB) of this section only if 
the participant or former participant and 
the spouse of the participant or former par- 
ticipant jointly waive a survivor annuity 
under the method described In such subsec- 
tion (aXtXB). ^ 

"(B) A waiver shall not be effective for 
the purpose of subparagraph (A) of this 
paragraph unless the waiver is made in writ- 
ing, Is ncitarized, and Is fUed with the Office 
on or before the date the annuity to which 
the waiver relates commences. 

"(C) A waiver made In accordance aith 
this paraigraph shall be irrevocable. 

"(3) In the case of an annuitant ^ho is 
subject to paragraph (2KA) of this su'osec- 
tion and fails to make an election under 
paragn^lh (1) of this subsection, an annuity 
and survivor annuity shaU be paid under the 
method bf payment described In subsection 
(aX2XB) of this secUon. 
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**(4) A participant or former participant 
may elect the method prescribed under sub- 
section <aK2KC) of this section only If the 
participant or former participant fe In good 
health on the date the election Is made, as 
determined by the Office. 

M17. Level benefiU option 
**(a) Under regulations prescribed by the 
Office, an annuity payable under this sub- 
chapter to a participant who is separating 
from Government employment entitled to 
an Immediate annuity under subsection (a) 
of section 84X1 of this title and Is less than 
62 years of age may be adjusted as provided 
in subsection (b) of this section, if elected by 
the participant on or before the date of sep- 
aration. 

**(bKX) Subject to paraeraph (2) of this 
subsection, an annuity payable under this 
subchapter to an annuitant who has made 
an election authorized by subsection (a) of 
this section may be increased during the 
period the annuitant Is not less than 55 
years of age and is less than 62 years of age 
and may be reduced on and after the date 
the annuitant b not less than 62 years of 
age as appropriate to provide the annuitant 
an annuity under thb subchapter, during 
each month of such period. In an amount 
which approximately equab the total 
amount of the montt:^ benefits payable to 
the annuitant under thb subriiapter and 
section 202(a> of the Soda! Security Act 
after such date. 

**(2) The actuarial present value of the 
benefits expected to be paid undo* thb sub- 
chapter Id the annuitant as provided In 
paragraph (1) of thb subsection on and 
after the date the annuitant becomes 55 
years of age may not exceed the actuarial 
present value of the benefits that woiUd be 
expected to be paid under thb subchapter 
to such participant on and after such date if 
the adjustments authorised by such para- 
graph were not made, as determined under 
regulations prescribed by the Office. 

**fl MIS. rHBSIng 

“(aMl) Each agency of the Oovemment 
employing a participant shall contribute to 
the Fund an amount equal to the sum of— 
**(A> the normal cost, as determined by 
the Office, of (i) each participant who b em- 
ployed by the agency, and CU) each disabled 
participant who b entitled to benefits under 
section 8442(a) of thb title and was em- 
ployed by the agency on the date the partic- 
ipant became disabled (computed using av- 
erage pay as increased In accordance with 
section 8442(bK2KC) of thb title); and 
**(B) the normal cost, as determined by 
the Office, of the annuity supplement under 
section 8413(b) of thb title for each law en- 
forcement officer, firefighter, and air traffic 
controller who b employed by the agency. 

**<2> The contribution required by para- 
graph (1) of thb subsection to be made by 
an agency shall be made from the appro- 
priation or fund used to pay the agency’s 
participants, or. in the case of an elected 
participant, from an appropriation or fund 
available for payment of other salaries of 
the office or establbhment of the partici- 
pant. In the ease of a participant In the leg- 
islative branch who b paid by the Clerk of 
the House of Representatives, contributions 
fdl* the benefit of such participant shall be 
paid from the contingent fund of the House 
of Representatives. 

**(bKl) The Office shall compute— 

•*(A) the amount of the supplemental li- 
ability of the Fund relating to participants 
and annuitants other tiian participants and 
annuitants referred to in subparagraph (B) 
of thb paragraph, and 
••(B) the amount of the supplemental li- 
ability of the Fund relating to participants 
and annuitants who are active or retired of- 


ficers or employees of the United States 
Postal Service. 

as of the close of each fiscal year beginning 
after September 30. 1087. 

••(2) Tht amounts of any supplemental II- 
abllity- 

•*(A> computed pursuant to paragraph 

(IMA) of thb subsection with respect to par- 
ticipants and annuitants referred to in such 
paragraph (XX A) of thb subsection, and 

••(B) computed pursuant to paragraph 

(IMB) of thb subsection with respiK^t to par- 
ticipants and annuitants referred to in such 
paragraph (IKB). 

shall each be amortized In thirty annual In- 
stalimmts. 

••(3) At the end of each fiscal year, the 
OaioeshaU notify- 

“(A) the Secretary of the Treasury of the 
amount of the annual installment computed 
under paragraph (2XA) of thb subsection 
for such fiscal year, and 

••(B> the Postmaster General of the 
United States of the amount of the annual 
installment computed pursuant to j>ara- 
graph (XMB) of thb subsection for such 
fiscal year. 

•*<4MA) Before closing the accounts for a 
fiscal year, the Secretary of the Treasury 
shall credit the amount of the annual In- 
stallment computed for auch fiscal year pur- 
suant to paragraph <2KA) to the Fund, as a 
Govenunent contribution, out of any money 
in the Treasury of the United States not 
otherwise appropriated. 

••(B) Upon receiving a notice required by 
paragraph (3KB) of thb aubsecUon. the 
United States Postal Service shall pay to 
the Fund the amount of^e ann\ial Install- 
mCTtM>ecified in the notice. 

••(5) For the purpose of carrying out para- 
graph (1) of thb subsection with resp^ to 
any fiscal year, the Office may— 

••(A) require the Board of Actuaries of the 
Civil Senrioe Retirement System to make ac- 
tuarial determinations ami valuations, make 
recommendations, and maintain records In 
the same manner as provided in section 
8347(f) of thb tiUe; and 

••(B) may use the latest actuarial determi- 
nations and valuations made by such Board 
of Actuaries. 

-i 8413. Paadiiig ef anaoity ahributablc la arill- 

taryaenrke 

-(a) Except in the ease of an individual 
making an election under section 
8471(aMlXA) of thb title, a participant's or 
fonner participant's service shall include 
credit for military service as provided in sec- 
tion 8332(e) of thb title without regard to 
whethM* the participant or former partici- 
pant has made a deposit covering such mili- 
tary service as provided in section 8334(j) of 
thb title. 

**<b) Before closing the accounts for a 
fiscal year, the Secretary of the Treasury 
sXiall reimburse the Fund from sums in the 
Department of Defense Military Retirement 
Fund (establbhed by section 1461(a) of title 
10), which are hereby made available to pay 
the reimbursement, far the normal cost re- 
lating to the creditable military servioe of 
employees and Members who became par- 
ticipants during such fiscal year, actuarially 
adjusted to the date of payment, as deter- 
mined by the Office. 

-(c) At the end of etch fiscal year the 
Office Shan compute the amount of the re- 
imbursement required by subsecthm (b) of 
thb section for the fis^ S^ear and shaU 
notify the Secretary of the Treasury of that 
amount. 

••8UBCHAFTER III-THRIPT SAVINGS 
PLAN 

-iMZl.CMitribstioM 

"(aKl ) Each participant may contribute to 
the •Thrift Savings Fund in any year an 


amount not exceeding 10 percent of the par- 
ticipant's annual rate of basic pay. 

••(2) Each participant receiving disability 
benefits under subchapter V of thb chapter 
may. until becoming 62 years of age (in the 
case bf a person who b disabled within the 
mean^ of section 8441(4 K A) of thb title) 
or uhtil becoming 55 years of age (in the 
case qf a penmn who b disabled within the 
meaning of section 8441(4MB) of thb title), 
conlrtbute to the Thrift Savings Fund in 
any year an amount not exceeding 10 per- 
cent of the amount of the former partici- 
pant's disability benefits payable under 
such kibchmpier during su6h year. 

••(3) Any contribuUon/Onder thb subsec- 
tion $hall be made oaW pursuant to a pro- 
gram of regular eontributions under regula- 
tions prescribed by the Board. 

-(4) At least once each year, a participant 
may fnodify the amount contributed pursu- 
ant to paragraph (1) or (2) of thb subsec- 
tion. as the case may be. under regulations 
prescribed by the Board. 

••(b^ The employing agency of a partici- 
pant Who contributes to the Thrift Savings 
Fund under aubsection (a) of thb section for 
any pay period, or. in the case of a disabled 
paHiqipant who contributes to such fund 
undef such subsection for any disability 
benefits payment period, the employing 
agency of the participant on the date the 
participant became disabled (as defined in 
section 8441(4) of thb title), shall contribute 
to tli^ Thrift Savings Fund for the benefit 
of such participant or dbabled participant 
at thb end of such period an amount equal 
to such portion of the amount of the par- 
ticipant's eontributioD as does not exceed 5 
percent of the amount of the gross pay or 
groasi disability benefits, as the case may be. 
paya^e for such period. 

••(c> The sums required to be contributed 
to the Thrift Savings Fund by an employing 
iwency under subsection (b) of thb section 
for the benefit of a participant shall be paid 
from the appropriations or funds available 
to such agency to pay the basic pay of par- 
ticipants or, in the case of an elected partici- 
pant. from an appropriation or fund avail- 
able lor payident of wther salaries of the 
parti^pant'g office or establbhment. In the 
case of a participant in the legislative 
branch who te paid by the Clerk of the 
House of Representatives, eontributions for 
the benefit of euch participant shall be paid 
from; the contingent fund of the House of 
Reprjnentatives. 

‘ -Cd) For purposes of the Internal Revenue 
CodeoflS54- 

••(1) any amount of the participant's pay 
which b oontrtbuted to the Thrift Savings 
Fund, and the amount of the employing 
agency's matching contributions, shall not 
be Included in the gross Income of the par- 
ticipant; and 

••(2) the Thrift Savings Fund shall be 
treated, for purposes of determining when 
amounts In such Fund are included tn the 
inooihe of any participant, a^ described in 
sectiqn 401(a) of such Code. 

-(e> Subeection (dXl) of thb section shaU 
not be construed to provide that any 
amount of the participant's pay which b 
contributed to the Thrift Savings Fund 
shall not be included in the term 'wages' for 
'purposes of section 209 of the Social Securi- 
ty Ajct or section 3121(a) of the Internal 
Revenue Code of 1954. 

•k Mil. Vesting 

•taxi) A participant who separates from 
Oovemment employment shall be entitled 
to an amount equal to— 

•'(A) the total amount of the contributions 
roado under section 8421(a) of thb title plus 
the total amount of the net earnings in the 
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Thrift Savings Fund, or minus the total 
amount of the net losses, attributable to 
such contributions: and 
•*<B) the applicable percentage of the 
amount equal to the total amount contrib- 
uted to the Thrift Savings Fund for the 
benefit of the participant under section 
842l<b) of this title plus the total amount of 
the net earnings in the Thrift Savings Fund, 
or minus the total amount of the net losses, 
attributable to such contributions, as pro- 
vided in subsection <b) of this section. 

**(2) The amount to which a p^icipant is 
entitled under paragraph (1) of this subsec- 
tion shall be payable In accordance with the 
election made by the participant pursuant 
to section 8423 of this title. 

'*(bKl) For the purpose of subsection 
(aKlKB) of this section, except as provided 
in paragraph (2) of this subsection, the ap- 
plicable percentage for a partic^ant sepa- 
rating from Government employment after 
having been a participant In the System for 
a period set forth under column I of the 
table below Is the percentage set forth 
under column II of the table below opposite 
the description of such period: 

** Column I Cfdumn U 

Period for which the 
participant has been 

a participant in the Applicable 

System: percentage 

Less than 1 year 

Not less than 1 year, but less than 2 

years 20 

Not less than 2 years, but less than 3 

years 40 

Not less than 3 years, but less than 4 

years 80 

Not less than 4 years, but less than 5 

years 80 

Not less than 5 years 100. 

'•(2) For the purposes of subsection 
(aKlKB) of this section— 

**<A) the percentage applicable in the case 
of any participant who dies while employed 
by the Government shall be 100 percent; 
and 

'*<B) in the case of a participant making 
contributions under section 8421(aK3) of 
this title, the period for whi^h the person 
has been a participant In the System shall 
include periods for which such • contribu- 
tions were made. 

**<c) When an election Is made by a partici- 
pant under section 8423(c) of this Utle, the 
amount equal to Uie excess of— 

••(1) the sum of— 

“(A) the amounts contributed to the 
Thrift Savings Fund with respect to the 
participant under section 8421 of this tiUe; 
and 

*‘(B) the net earnings In the Thrift Sav- 
ings Fund attributable to such contribu- 
tions. over 

**(2) the amount In the Thrift Savings 
Fund paid or reserved for payment to or 
with respect to the participant pursuant to 
section 8423(c) of this tiUe, 
shall be transferred to the Treasury of the 
United States for credit to Miscellaneous 
Receipts. 

**l 8423. Entitlement and elections relating to en- 
ttUement 

“(a) Any participant who separates from 
Government employment entitled to an Im- 
mediate annuity under section 8411 of this 
title Is entitled and may elect— 

'*(1) to receive an Immediate annuity from 
the Thrift Savings Fund; 

*‘(2) to defer the commencement of the 
payment of an annuity from the Thrift Sav- 
ings Fund until such date as the participant 
specifies; 

••(3) to withdraw. In one or more pay- 
ments, the amount of the balance credited 
to the participant’s account in the Thrift 
Savings Fund; or 


‘*(4) to transfer the amount of the balance 
in the account to an individual retirement 
account or other qualified plan (within the 
meaning of the Internal Revenue Code of 
1954) of the participant. 

“(b) Any participant who separates from 
Government employment entitled to a de- 
ferred annuity under section 8412 of this 
title Is entitled and may elect- 
ed) to receive an annuity from the Thrift 
Savings Fund to commence on the first date 
the participant is entitled to receive the de- 
ferred annuity: 

“(2) to defer the commencement of the 
payment of an annuity from the Thrift Sav- 
ings Fund until a date after the first date 
the participant is entitled to receive the de- 
ferred annuity, as specified by the pariici- 
pant; 

“(3) to withdraw In one or more payments, 
on or after the first date the participant is 
entitled to receive the deferred annuity, the 
amount of the balance credited to the par- 
ticipant’s account In the Thrift SaWngs 
Fund; or 

“(4) to transfer the amount of the balance 
in the account to an individual retirement 
account or other qualified plan (within the 
meaning of the Internal Revenue Code of 
1954) of the participant. 

**(C) Any participant who separates from 
Government emplosrroent before becoming 
entitled to an annuity under section 8411 or 
8412 of this title Is entitled and may elect— 
“(1) to receive an annuity from the Thrift 
Savings Fund to commence when the partic- 
ipant becomes 62 years of age; 

**(2) to withdraw, in one or more pay- 
ments. the amount computed under section 
8422(aKl) of this title, payable when the 
participant becomes 62 years of age; or 
“(8) to transfer such amount to an individ- 
ual retirement account or other qualified 
plan (within the meaning of the Internal 
Revenue Code of 1954) of the participant. 

**(dKl) Subject to paragraph (2) of this 
subsection, any participant making an elec- 
tion pursuant to subsection (aK2) or (b)(2) 
of this section may modify the date speci- 
fied in the election (h* in a previous modifi- 
cation under this subsection. 

“(2) Any modification of an election under 
paragraph (1) of this subsection may not be 
made on or after the date specified in the 
electicm or the latest modification made 
under such paragraph and may not wstecity 
a date for the commencement of annuity 
payments earlier than, one month after the 
date the modification Is filed with the Exec- 
utive Director. 

**1 8424. Annuitict: methods of payment; et^ion; 
and computaUon 

“(aKl)The Board shall prescribe methods 
of payment of annuities under this subchap- 
ter. 

“(2) The methods of payment prescribed 
under paragraph (1) of this subsection shall 
include, but not be limited to— 

“(A) a method which provides for the pay- 
ment of a monthly aimuity only to an annu- 
itant during the life of the annuitant; 

“(B) a method which provides for the pay- 
ment of a monthly annuity to an annuitant 
for the Joint lives of the annuitant and the 
spouse of the annuitant and an appropriate 
monthly annuity to the one of them who 
survives the other of them for the life of 
the survivor; 

“(C) a method described in subparagraph 

(A) of this paragraph which provides annual 
increases in the amount of the annuity pay- 
able; 

“(D) a method ^lescribed in subparagraph 

(B) of this paragraph which provides annual 
increases in the amount of the annuity hay- 
able; and 

“(E) a method providing for the payment 
of a monthly annuity— 


“(i) to the annuitant for the Joint lives of 
the annuitant and an Individual, designated 
by the annuitant under regulations pre- 
scribed by the Board, who has an insurable 
interest In the annuitant; and 
“(ii) to the one of them who survives the 
other of them for the life of the survivor. 

“(b) Subject to paragraph (2) of this sub- 
section. bnder such regulations as the Board 
shall prescribe, an annuitant electing under 
section 8423 of this title to receive an annu- 
ity from the Thrift Savings Fund shall 
elect, on or before the date on which the an 
nuitant’s annuity under this subchapier 
commences, one of the methqds of payment 
prescribed by the Board lunder subsection 
(a) of this section. 

“(c) The amount of an annuity payable 
under tliis subchapter pureuant to the 
method elected under subsecGon (b) of this 
section 8hall be determined on an actuarial 
basis ui^er regulations prescribed by the 
Board. 

“8 8425. Adminifitrative provinionit relating to 
paymeids and ekctionii 

“(a) The Executive Director shall make or 
provide for payments and transfers In ac- 
cordance with an election of a participant 
under section 8423 or 8424(b) of this title. 

“(b) Ahy election under section 8423 or 
8424(b) bf thU tiUe shall be in writing and 
shall be filed with the Executive Director In 
accordance with regulations prescribed by 
the Board. 

“(c) Nbtwithstanding any other provision 
of this section, an election or modification 
of an election under any provision of this 
subchapier shall not be effective if the elec- 
tion or modification would result in a viola- 
tion of ihe tenns of an applicable court 
decree of divorce, annulment, or legal sepa 
ration, ok* the terms of any court order oi 
court-approved property settlement agree- 
ment incident to a court decree of divorce, 
annulmebt, or legal separation, as deter- 
mined by the Executive Director. 

“8 8426. Thrift Savings Fund 
“(a) There Is established in the Treasury 
of the United States a Thrift Savings Fund. 

“(b) The Thrift Savings Fund (insists of 
the sum of all amounts contributed under 
section 8421 of this title increased by the 
total net earnings from Investments of sums 
in the Thrift Savings Fund or reduced by 
the total net losses from investments of the 
Thrift Savings Fund. 

“(c) The sums in the Thrift Savings Fund 
are appropriated and shall remain available 
without fiscal year limitation— 

“(1) to invest under section 8427 of this 
title; 

“(2) to pay benefits under this subchapter; 
“(3) to pay the administrative expenses of 
the Civil Service ’Thrift Investment Manage- 
ment System prescribed in subchapter VIII 
of this chapter, and 

“(4) to make loans to participants as au- 
thorized Under subsection (e) of this section. 

“(dKl) Except as provided In paragraph 
(2) of t^ subsection, sums in the Thrift 
Savings F\md are not subject to execution, 
levy, attachment, garnishment, or other 
legal process. 

“(2) Mioneys due or payable from the 
Thrift Sbvings Fund to any individual and, 
in the ca$e of an individual who is a partici- 
pant. moheys which the individual would be 
entitled tio receive under section 8422 of this 
title upon separation from Government em- 
ploymenli shall be subject to legal process 
for the enforcement of the individual's legal 
obligatioifis to provide child support or make 
alimony payments as provided in section 459 
of the Social Security Act (42 U.8.C. 659) or 
to pay any indebtedness of the individual to 
the United States. 
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'“(e) The Board shall establish a program 
to make lo^ from the Thrift Savings Fund 
to a participant in case of financial hardship 
and shall prescribe regulations to carry out 
such program. Any such loan shall be made 
only out of sums contributed to the Thrift 
Savings Fund by the participant and net 
earnings attribuUble to such sums. 

“(f) The sums in the Thrift Savings Fund 
shall not be appropriated and may not be 
used for any purpose other than the pur- 
poses specified in this section. 

W27. Inveament pTTlirtn 8a%iiNP> fund 
“(a) For the purposes of this section— 

“(1) the term 'Common Stock Index In- 
vestment Fund’ means the Common Stock 
Investment Fund established under subsec- 
tion (b)(1)(C) of this section: 

“(2) the term 'equity capital* means 
common and preferred stock, surplus, undi- 
vided profits, contingency reserves, and 
other capital reserves; 

“(3) the term 'Fixed Income Investment 
Fund’ means the Fixed Income Investment 
Fund established under subsection (bXlKB) 
of this section; 

“(4) the term 'Government Securities In- 
vestment Fund* means the Government Se- 
curities Investment Fund esublished under 
subsection (bKlKA) of this section; 

“(5) the term 'net worth* means capital, 
paid-in and contributed surplus, unassigned 
surplus, contingency reserves, group contin- 
gency reserves, and special reserves; 

“(6) the term 'plan* means an employee 
benefit plan, as defined in section 3(3) of 
the Employee Retirement Income Security 
Act of 1974 (29 U,S.C. 1002(3)); 

“(7) the term 'qualified professional asset 
manager’ means— 

“(A) a bank, as defined In section 202(aK2) 
of the Investment Advisers Act of 1940 (15 
U.S.C. 80b-2(aK2)) which— 

"(I) has the power to manage, acquire, or 
dispose of assets of a plan; and 
*'(ii) has. as of the last day of its latest 
fiscal year ending before the date of a deter- 
mination for the purpose of this clause, 
equity capital in excess of $1,000,000; 

“(B) a savings and loan association, the ac- 
counts of which are insured by the Federal 
Savings and Loan Insurance Corporation, 
which— 

“(1) has applied for and been granted trust 
powers to manage, acquire, or dispose of 
assets of a plan by a State or Government 
authority having supervision over savings 
and loan associations; and 
**(ii) has, as of the last day of its latest 
fiscal year ending before the date of a deter- 
mination for the purpose of this clause, 
equity capital or net worth in exc^ess of 
$ 1 , 000 , 000 ; 

“(C) an insurance company which— 

“(i) is qualified under the laws of more 
than one State to manage, acquire, or dis- 
pose of any assets of a plan; 

“(ii) has. as of the last day of its latest 
fiscal year ending before the date of a deter- 
mination for the purpose of this clause, net 
worth in excess of $1,000,000; and 
“(iii) is subject, to supervision and exami- 
nation by a State authority having supertl- 
sion over insurance companies; or 
“(D) an investment advter registered 
under section 203 of the Investment Advis- 
ers Act of 1940 (15 UJB.C. 80b-3) if the in- 
vestment adviser has. on the last day of its 
latest fiscal year ending before the date of a 
determination for the purpose of this sub- 
paragraph, total client assets under its man- 
agement and control in excess of 
$50,000,000. and- 

“(I) the investment adviser has. on such 
day. shareholder’s or partner’s equity in 
excess of $750,000; or 

“(Ii) payment of all of the investment ad- 
viser’s liabilities. Including any liabilities 


which may arise by reason of a breach or 
violation of a duty described in section 8497 
of this title, is unconditionally guaranteed 
by— 

“(I) a person who directly or indirectly, 
through one or more intermediaries, con- 
trols. is controlled by, or is under common 
control with the investment adviser and 
who has. on the last day of the person’s 
latest fiscal year ending before the date of a 
determination for the purpose of this 
clause, shareholder’s or partner's equity in 
an amount which, when added to the 
amount of the shareholder’s or partner's 
equity of the investment adviser on such 
day. exceeds $750,000; 

“(ID a qualified professional asset manag- 
er described In subparagraph (A). (B). or (C) 
of this paragraph: or 

“(III) a broker or dealer registered under 
section 15 of the Securities Exchange Act of 
1934 (15 U.S.C. 780) that has. on the last 
day of the broker’s or dealer’s latest fiscal 
year ending before the date of a determina- 
tion for the purpose of this clause, net 
worth in excess of $750,000; and 
“(8) the term 'shareholder’s or partner’s 
equity’, when used in paragraph (7KD) of 
this subsection with respect to an invest- 
ment adviser or a person who is affiliated 
with the investment adviser in a manner de- 
scribed in clause (UKI) of such paragraph 
(7KD), means the equity shown in the most 
recent balance sheet prepared for such In- 
vestment adviser or affiliated person, in ac- 
cordance with generally accepted account- 
ing principles, within 2 years before the 
date on which the investment adviser’s 
status as a qualified professional asset man- 
ager is determined for the purposes of this 
section. 

“(bKl ) The Board shall establish— 

“(A) a Government Securities Investment 
Fund under which sums in the Thrift Sav- 
ings Fund are invested in securities of the 
United States Government issued as provid- 
ed in subsecUon (g) of this section; 

“(B) a Fixed Income Investment Fund 
under which sums in the Thrift Savings 
Fund are invested in insurance contracts, 
certificates of deposits, or other instruments 
or obligations which (i) are issued or select- 
ed by qualified professional asset managers, 
and (ii) return the amount invested and pay 
interest, at a specified rate or rates, on that 
amount during a specified period of time; 

“(C) a Common Stock Index Investment 
Fund as provided in paragraph (2) of this 
subsection; and 

“(D) such other investment funds as the 
Board determines to be appropriate for the 
purposes of this subchapter. 

“(2KA) The Board shall define an index 
which— 

“(i) consists of all of the common stocks 
that are publicly listed and traded on one or 
more national securities exchanges, or 
“(ii) is a commonly recognized index com- 
prised of common . stock the aggregate 
market value of which is at least 50 percent 
of the aggregate market value of all 
common stocks that are publicly listed and 
traded on one or more national securities 
exchanges. 

“(B) The Common St(x:k Investment 
Fund shall be Invested in each stock that is 
included in the index defined under sub- 
paragraph (A1 of this paragraph such that, 
to the extent practicable, the percentage of 
the Common Stock Investment Fund that is 
invested in that stock is the same as the per- 
centage determined by ditiding the aggre- 
gate market value of all shares of that stock 
by the aggregate market value of all shares 
of all stock included in such index. 

“(cKl) The Executive Director shall invest 
in the Government Securities Investment 
Fund the sums which are In the Thrift Sav- 


ings Fund, are available for investment, and 
are not to be invested in an Investment fund 
referred to in subsection (bKl KB). (bxlKC). 
or (bKlKD) of this section pursuant to an 
election made under subsection (d) of this 
section. 

“(2) Except as provided in subsection (e) 
of this section, the Executive Director shall 
ini'est sums a\*alUble In the Thrift Savings 
Fund for investment as provided in elections 
made under subsection (d) of this section. 

“(dKl) Except as provided in subsection 
(e) of this section, at least once each year, a 
participant or former participant may elect 
the investment funds referred to in subset 
tion (b) of this section Into 'which the sums 
in the Thrift Savings Fund credited to the 
account of such participant or former par- 
ticipant arc to be invested or reinvested. 

“(2) The election may be Made by a partic- 
ipant or former participant under para- 
graph (1) of this subsection only in accord- 
ance uith regulations prescribed by the 
Board knd within such period after the date 
the participant’s or former participant's 
annual statement Is transmitted to the par- 
ticipant or former participant pursuant to 
section 8428<b) of this title as the Board 
shall prescribe in such regulations. 

“(eKlKA) The Executive Director shall 
invest a percentage of the total amount 
that— 

“(i) i$ contributed to the Thrift Savings 
Fund by a participant under section 8421(a) 
of this title during a year described under 
column I of the first uble of minimum Gov- 
ernment securities investments set out in 
subparagraph (B) of this paragraph, and 
“(ID 1$ available for investment, 
in the Government Securities Investment 
Fund as proiided under column II of the 
Uble opposite the description of such year. 

“(B) For the purposes of subparagraph 
(A) of this paragraph, the first Uble of min- 
imum Oovemment securities investmenU is 
as follok's: 

"Column I Column II 

Year Minimum percentage of 

the amounts contrib- 
uted by a participant 
for each month of 
such year to be in- 
vested in the Gov- 
ernment Securities 
Investment Fund: 


1987.. 100 

1988 80 

1989 80 

1990 40 

1991 20. 


“(2)(A) The Executive Director shall 
invest a percenUge of the total amount 
that— 

“(i) is contributed to the Thrift Sarings 
Fund by the Government for the benefit of 
a participant pursuant to section 8421(b) of 
this title during a year described under 
column I of the second Uble of minimum 
Government securities investments set out 
in subpkragraph (B) of this paragraph, and 
“(ii) is ax'milable for investment. 

In the Government Securities Investment 
Fund as provided under column II of the 
Uble omxMite the description of such year. 

“(B) Imr the purposes of subparagraph 
(A) of this paragraph, the second Uble of 
minimum Government securities invest- 
ments is as follows: 


1 
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**Coiumn r Coivmn // 

Year Mintmum pemnUce «r 

the ankouBto eonti1b> 
«tcd for tti^ benedi 
of % porUdpont ior 
etch month of ouch 
year to be Invested 
In the O ovem m ent 
Seourttlee Inveeir 
mentnind: 

19870992 100 


1993 M 

1994 80 

1995 40 

1996 20 


^*<2) All Bums credited to the Thrift 8av> 
logs Fund tmrsuant to section •479(b) of 
ihia title shall be Invested in the Oovem- 
ment Securities Investment Fund. 

**(4) The sums which are Invested in the 
Oovemment Securities Investment Fund as 
required by this subsection and are retomed 
to the Thrift Savings Fund after mstuzttj 
of the securities purchased with such sums, 
and the amounts earned on the biTestiiieiit 
of such sums, shall be reinveBted In the 
Government Securities Investment Fund. 

"(f> The Secretary of the n^asury shall 
issue notes under section 3198 of title 81 as 
appropriate to meet the investment needs of 
the Thrift Savings Fund under this section. 
Tl;e notes shall have a 2-year maturity, 
shall be redeemable at par. and shall bear 
interest at a rate equal to the average 
market yield, computed as of the end of the 
calendar month next preceding Uie date of 
the issue, of all 2‘year notes then forming a 
part of the public debt of the United States. 
If the average market yidd is not a multiple 
of 1/8 of 1 percent, the rate of Interest on 
the obligations shall be the multiple of 1/8 
of 1 percent nearest the average market 
yield. 

*0 BUS. accounttiit 

*XaKl> The Executive Director Shall estab- 
lish and maintain an aocount for each par- 
ticipant makins contributions tinder section 
•421(a) of this Utle. 

**(2) The balance in the aocotuU of a par- 
ticipant or former participant at any time Is 
the excess of — 

••(A) the sum of— 

**ti) all contributions made to the Thrift 
Savings Fund by the participant or former 
participant under section •421(a) of this 
UUe; 

*'CU) all contributions made to such fund 
for the benefit of the participant or fanner 
participant under section •421(b) of this 
UUe; 

**(lii) the amounts transferred to such 
fund with respect to the participant or 
former participant under section •473(b) of 
this title; and 

**(lT) the total amount of the allocations 
made to and reductions made in the account 
pursuant to paragraph <3) of this section, 
over 

**iB) the amounts paid out of the Thrift 
Savings Fund with respect to such partici- 
pant or former paiHeipant under this sub- 
^lapter and subc^hapter IV of this title. 

^*iZ) Pursuant to regulations prescribed by 
the Board, the Executive Directm’ shall allo- 
cate to the account of eac^ participant sr 
f onner participant an amount equal to a pro 
rata share of the net earnings and net losses 
ffom each investment of sums in the Thiift 
Savings Fund attrlbutsble to sums credited 
to the account of suCh participant, reduced 
by an appropriate share of the administra- 
tive expenses of the Civil Service Thrift In- 


vestment Msnaseiiieiit System p rescribed hi 
odb e h apter VIII of this chapter, as deter- 
mined by the Executive IXreclor. 

'*(b) The Executive Director shall provide 
oach partioliwnt and fbnner paiticii^t an 
annual statement of the balance tn the par- 
tldpant^s or former paitidpant^ account. 

^cXl) For the purposes of this oubsec- 
lion. the term 'quilifled public aooountant* 
Shan bsve the same meaidng as provided tai 
section 108(aX2XD) of the Employet Re- 
tirement Inoome Security Act of 1974 <29 
U^.C. 1034(aX3KD)). 

*X2) The Executive Dtrector shall annual- 
ly engage, on behalf of all paiticipanta. an 
independent qualified public accountant, 
who khall conduct an examination of any 
accounts established under subsection <a) of 
this section and of other boofka and records 
raainiained In the administration of this 
subohspter as the acoountsnt considers nec- 
essary to liable the accountant to make the 
determination required by paragraph <3) of 
this subseotion. The examination shall be 
conducted in accordance with generally ac- 
cepted auditing standards and shall involve 
such testa of the aceounts, books, and 
records as the independ e nt qualified public 
accountant conslden necessary. 

^*<2) The Independent qualified public ac- 
countant conduces an examination under 
parasraph (8) of this subsection shall deter- 
ndne whether the accounts, books, snd 
lecordt referred to In such paragraph have 
been maintained to confori nlty with gener- 
ally accepted aooounting principles applied 
on a basis conslsteiit with the application of 
such principles during tiie examination con- 
ducted wider such paragraph during the 
preceding year. The accountant shall trans- 
mit to the Board a report on his examina- 
tion. including his determination under this 
paragraph. 

*X4) In maklRg a determination under 
paragraph (8) of this subsection, the ac- 
countant may rely on the ooirectness of any 
actuarial matter certified by an enrolled ac- 
tual, if the accountant states his reliance 
to the report transmitted to the Board 
under such paragraph. 

**8UBCHAFTERIV— BURVTVOR 
BENEFTTS 

*g S4S1. •— k pi— ippiwri •■■tlbi Wblisf W 0m 4Mlk 
•r« yrtMyiV mt§mmm pulkliMt mOm 
taw M MuuikMa 

''(aXI) If a participant dies'alter perform- 
ing 5 or more yean of aervice and before 
separating from Oovemment employment 
and the participant has satisfied the age 
and service requirements lor reUrement en- 
titled to an Immediate anniiitj under eec- 
Uon 8411 of this title before the date of 
death, the surviving spouse of a deceased 
participant ^lall be entitled to a survivor 
annuity payable out of the Fund. 

*'(2) If a participant dies after perfomUng 
5 or more years of senrioe and before sepa- 
rating from Oovemment employment and 
the paitidpaat has not sstlslled the age and 
aervice requirements lor letireinmt entitled 
to an immediate annuity under section 9411 
of this title before the dste of death, the 
surviving spouse of a deceased particlpaBt 
shall be entitled to a survivor annuity pay- 
able out of the ^uid. The survivor annuity 
shall commence on the first date the partici- 
pant oo4dd have retired cntttled to an Imme- 
diate annuity under section 9411 of this title 
if the participant had conUnued to live and 
had continued to he a participant until such 
date. 

**(8> The amount of the survivor annuity 
payable under paragraph (i) or <2) of this 
subsection to the surviving spouse of a de- 
ceased participant stmll be oqiial to 90 per- 
cent of the annuity computed with respect 
to the deceased participant pursuant to aec- 


tlom 9411. 9414. and 8419 of thto tiUe as if 
the participani had retired from Oovem- 
fiieni employment on the day before the 
date of d^h and had cleeted the method of 
pajrment described to section •418(aX2)(B) 
of this title. 

^(bXI) If a former participant dies enti- 
tled to a deferred annuity under aecUon 
•412 of this title before payment of an an- 
nuity under subchapter 11 of this Chapter to 
the formpr participant cominences. the sur- 
viving spouse of the deceased former partici- 
pant is entitled to a survivor annuity pay- 
able out df the Fund. 

**(2) The amount of the survivor annuity 
payable under paragraph (1) df this subsec- 
tion to the surviving spousa^of a deceased 
former participant shah be^aqual to 50 per- 
cent of phe annuity which the deceased 
former participant would havwbeen entitled 
to receive under such section if. the deceased 
former participant— 

*'CA) had been 51 yearn of age on the day 
before thp date of death, or 

**(B) in the ease of a former partldpant 
who was 99 yearn of age or older on such 
day and eras not rsoelvtog sueh anmiity. bad 
commenoed to receive such deferred aimu- 
ity on nudh day, 

computed under aeoti<H» 8419, 9414, and 
•419 of ttds title. 

*S S4SS. Bade ylw w4 IwraMr tatatwl Wncrits 

NhSho ta Ikt 4mia vr w wnrilMit 

**A surtivor annuity shall he paid out of 
the Fund with respect to a deceaaed annui- 
tant— 

**U) in accordance with the method of 
pasrment elected by the annuitant under 
aection 9419 of this UUr, 

*H2) as provided in subsection <bX9) of 
such section; or 

**(•) in woootdaace with an dectlop made 
by the annuitant under aeetion 94S4<a) or 
9496(0 of this tiUe. 

*g Sm. 9a rtlyat ktiw llti aa4ara>eUirtaaa»bir»|4aa 

*^a) A forvivor annuity shall be paid out 
of the Thrift Savings Fund with respect to a 
deceased snnultsnt as provided under a 
method of payment of annuities elected hy 
the annuitant under section 9434(b) of this 
title or in accordance with an election amde 
by the annuitant under section 8494(a) or 
9436(c) of this title. The amount of the sur- 
vivor annlolty khsU be detensdned cm an ac- 
tuarial bksls under regulations prescribed by 
the Board. 

*’(bXl) Except as provided in subsection 
(d) of tbts section, the amount tn the ac- 
count established and maintained for a de- 
ceased participant or deceased former par- 
ticipant (Other than a deceased annuitant) 
pursuant to sectisn 9429(a> of this title, de- 
termined an the date of an election under 
subsection (c) of this section, shall, sublect 
to the Utoits of the entitlement set out to 
section 8i22(aXll of this title (without 
regard to aecUon 9422(aX2) of this titie), be 
paid as provided to paragraph (2) of this 
subsection. 

**<2XA) Except as provided iir subpara- 
graph (B) of this paragraph, payment under 
paiagraph (I) of this aubsecUon shall be 
made to the surviving spouse of the de- 
ceaaed pMicipant or former participant 
pursuant to the method elected under sub- 
aection <c) of this section. 

‘*(B) If a d enraae d participaat or former 
partidpaht referred to hi paragraph U) of 
this subsection Is not survived by a spouse, 
payment under such paragraph dbaU be 
smde to— 

*‘(i) any Individual who has an insurable 
interest ih the participant or former paitld- 
pant and has been designated by the paitlci- 
pant for the purpose of such paragraph 
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under regulations prescribed by the Board: 
or 

“(ii) if the deceased participant or former 
participant did not make a designation as 
provided in clause (i) of this subparagraph, 
to the estate of the deceased participant or 
former participant. 

**(c) A surviving spouse entitled to pay- 
ment of benefits under subsection (b) of this 
section may elect— 

*•(1) to receive an annuity from the Fund 
payable monthly for life; 

*’(2) to transfer the amount referred to in 
such subsection to an individual retirement 
account (within the meaning of the Internal 
Revenue Code of 1954) of the survKing 
spouse; or 

**(3) to withdraw such amount in one or 
more payments. 

"(d) Any amount required for the pay- 
ment of a survivor annuity with respect to a 
deceased participant or deceased former 
participant out of the Thrift Savings Fund 
pursuant to section 8435 of this title shall 
be deducted and withheld from a distribu- 
tion made with respect to the deceased par- 
ticipant or deceased former participant pur- 
suant to subsection (b) of this section. The 
amount deducted and withheld shall be 
maintained in the Thrift Savings Fund until 
expended in payment of the survivor annu- 
ity or until the survivor annuity terminates. 
Any sums remaining from the amount de- 
ducted and withheld after the termination 
of the survivor annuity, plus net earnings 
realized from investment of such amount, 
shall be distributed as provided in subsec- 
tion (b) of this section. 

**• MS4. Bwk and thrift lavlnipi pfani Mrvivor henentu re- 
latiiiK !• nianiaff after c o twiaeacement of 
aa aaaaity 

"(a) If an annuitant— 

"(1) is married on the date that the annui- 
tant applies for payments of an annuity 
under subchapter n of this chapter to com- 
mence. the marriage terminates, and the an- 
nuitant remarries, or 

"(2) Is not married on such date and mar- 
ries after such date. 

the annuitant may irrevocably elect during 
the later marriage to provide f \ annuity for 
such annuitant’s spouse under the method 
of payment described in section 
8416(aK2)(B) or subparagraph (B) or (D) of 
section 8424(aK2) of this title. An election 
under this subparagraph shall be made In a 
signed writing received by the Office within 
2 years after the date of the remarriage or 
marriage, as the case may be. 

"<b) An election under subsection (a) of 
this section shall be effective the first day 
of the second month beginning after the 
election is received by the Office (in the 
case of a survivor annuity payable out of 
the Fund) or the Executive Director (in the 
case of a survivor annuity payable out of 
the Thrift Savings Fund), but not earlier 
than 9 months after the date of the remar- 
riage referred to in paragraph (1) of such 
subsection or the date of the marriage re- 
ferred to in paragraph (2) of such subsec- 
tion. 

"(c) An annuitant making an election 
under subsection (a) of this section to pro- 
vide a survivor annuity payable out of the 
Fund shall, within 2 years after the date of 
the remarriage referred to in paragraph (1) 
of such subsection or the date of the mar- 
riage referred to in paragraph (2) of such 
subsection, deposit in the Fund an amount 
determined by the Office, as nearly as may 
be administratively feasible, to reflect the 
.amount by which the annuity of such annu- 
itant would have been reduced if the elec- 
tion had been in effect since— 

"(1) the date that payment of an annuity 
to the annuitant under subchapter n of this 
chapter commenced, or 


"(2) if the annuity had previously been re- 
duced to provide for a survivor annuity 
under section 8432 of this title, the date the 
previous reduction in such annuitant’s an- 
nuity was terminated under section 8415(b) 
of this title. 

plus interest computed as provided in sec- 
tion 8438<a) of this title. 

"(d) Notwithstanding any other provision 
of this section, an election under this sec- 
tion may not be made for the purpose of 
providing a survivor annuity payable from 
the Fund to a spouse of an annuitant by re- 
marriage if— 

"(A) such spouse was married to the annu- 
itant on the date that payment of an annu- 
ity to the annuitant under subchapter II of 
this chapter commenced; and 

"(B) rights to survivor benefits for such 
spouse based on marriage to such annuitant 
were then waived under section 8416(b)(2) 
of this title. 

**• M3S. Survivor beoeOu for cligiMc fo rw c i iipooiint: eo- 
titlfMCIlt; MMNIMt 

"(a) Subject to subsections (b) through (g) 
of this section, an eligible former spouse of 
a deceased participant or deceased former 
participant who dies entitled to an immedi- 
ate or deferred annuity under section 8411 
or 8412 of this title is entitled to a survivor 
annuity under this section If and to the 
extent that— 

"(1) an election under secUon 8436 of this 
title. 

"(2) any court decree dissolving or annul- 
ling the marriage of the participant or 
former participant and the eligible former 
spouse, or - 

"(3) any court order or court-approved 
property settlement agreement incident to 
such decree. 

expressly provides for such survivor annu- 
ity. 

"(b)(1) The amount of the survivor annu- 
ity payable from the Fund to an eligible 
former Q>ouse of a deceased participant or 
deceased former participant under this sec- 
tion may not exceed the excess, if any. of — 

"(A) the amount ^plicable in the case of 
such eligible former spouse, as determined 
under paragraph (2) of this subsection, over 

"(B2 the amount of all other survivor an- 
nuities payable from the Fund under this 
section to other eligible former spouses of 
the participant or former participant based 
on the order of precedence provided in sub- 
section (d) of this section. 

"(2) For the purposes of para^ph (IKA) 
of this subsection, the amount applicable in 
the case of an eligible former spouse of a de- 
ceased participant or deceased former par- 
ticipant is the amount— 

"(A) which is equal to 50 percent of the 
amount of the deceased former participant’s 
annuity payable to the former participant 
on the day before the date of the former 
participant’s death, if the deceased former 
participant was an annuitant on such day; 

"(B) w^hich would be applicable under 
paragraph (3) of section 8431(a) of this title 
in the case of a surviving spouse of the de- 
ceased, if the deceased was a participant de- 
scribed in paragraph (1) or (2) of such sec- 
tion 8431(a); or 

"(C) which would be applicable under 
paragraph (2) of section 8431(b) of this Utle 
in the case of a surviving spouse of the de- 
ceased. if the deceased was a former partici- 
pant described in paragraph (1) of such sec- 
Uon 8431(b). 

"(c) The total amount of all survivor an- 
nuities payable from the Thrift Savings 
Fund to eligible former spouses of a de- 
ceased participant or deceased former par- 
ticipant pursuant to this section may not 
exceed the amount of the survivor annuiUes 
that would be payable to the former spouses 


out of 160 percent of the balance in the ac- 
count of the deceased participant or de- 
ceased former participant, plus anticipated 
net earnings from investments allocable to 
such account, determined on an actuarial 
basis in accordance with regulations pre- 
scribed by the Board. 

"(d) If more than one eligible former 
spouse is entitled to a survivor annuity pur- 
suant to this section, the amount of each 
such survivor annuity shall be limited ap- 
propriately to carry out subsection (b) or (c) 
of this section on a first-come, first-served 
basis determined by reference to the date an 
election Is properly made p.qrsuant to sec- 
tion 8436 of this title or the^date the Direc- 
tor or Executive Director, as the case may 
be. properly receives a copy of the court 
decree, order, or court-approvA agreement 
applicable to the entitlement. 

"(e) The commencement and termination 
dates of a survivor annuity payable under 
this section to an eligible former spouse of a 
deceased participant or deceased former 
participant shall be the commencement and 
termination dates determined under the 
provisions of the applicable court order, 
decree, o^ agreement or an election, as the 
case may be (if provided in such order, 
decree. aSreement. or election), except that 
any such survivor annuity— 

"(1) shall not commence before— 

"(A) the day after the participant or 
former participant dies, or 
"(B) th 0 first day of the second month be- 
ginning after the date on which the Office 
receives written notice of the court order, 
decree, on agreement or the election, as the 
case may be. together with such additional 
information or documenUtion as the Office 
may prescribe, 
whichever is later, and 
"(2) shall terminate not later than the 
date provided in section 8464(bK2) of this 
title. 

"(f) For the purposes of this section, a 
court decree, order, or agreement or an elec- 
tion referred to in subsection (a) of .this sec- 
tion shall not be effective, in the case of a 
survivor annuity payable out of the Fund to 
a former gpouse, to the extent that the elec- 
tion is inconsistent with any joint w*aiver 
preriousiy executed with respect to such 
former spouse under section 8416(b)(2) of 
this title. 

"(g) Any payment under this section to a 
person btin recovery by any other person. 

**t S436. SvrrlTor kmeflti for former npouncii: elertionn, 
geffwits onS colleetiofi]i. onS odmlfiiittrative 
peovbloM 

"(aKl) If an annuitant has an eligible 
former spouse on the date that the annui- 
tant applies for pasnnent of an annuity to 
the annuitant under subchapter II of this 
chapter to commence, the annuitant may 
elect. un4er procedures prescribed by the 
Office, to provide a survivor annuity for 
such former spouse under section 8435 of 
this title. An election under this paragraph 
shall be made on such date or. 1i later, 
within 2 years after the date on which the 
marriage of the formes spouse to the annui- 
tant was dissolved or annulled. The election 
shall specify the amount of the survivor an- 
nuity to be provided under this paragraph. 

"(2) If an annuitant makes an election 
under paragraph (1) of this subsection to 
proride a survivor annuity payable out of 
the Fund and the annuitant makes the elec- 
tion during the 2-year period referred to in 
such parayraph. the annuitant shall deposit 
in the Fund, within such period, an amount 
determined by the Office, as nearly as may 
be administratively feasible, to reflect the 
amount by which the annuity of such an an- 
nuitant would have been reduced if the elec- 
tion had been continuously in effect since 
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the the annuity oommenced. plus Inter- 
est computed as provided in section 6486(a) 
of this UUe. 

**(3) An election under paragraph (1) of 
this subsection^ 

*‘(A) shall not be effective to the extent 
that it conflicts with— 

*’(i) any court decree or order referred to 
In subsecUon (a) of secUon 6435 of this UUe. 
or 

*^(ii) any asreement referred to In such 
subsection. 

which is received by the Office before the 
date on which such election Is made; 

“(B) shall not be effective to the extent 
that the amount of the annuity specified in 
the election exceeds— 

“(i) In the case of a survivor annuity pay- 
able from the Ftind. the amount determined 
pursuant to subsections (bK2) and (d) of sec- 
tion 8435 of this title: or 
*Xii) In the ease of a survivor annuity pay- 
able from the Thrift Savings Fund, Uie 
amount determined pursuant to subeei^ons 
(c) and (d) of section 6435 of this title: and 
"XO shall not be effecUve. in the ease of 
an annuitant who Is msrried on the date of 
the election, unless the election is made 
with the written consent of the annuitant's 
spouse. 

“<b) An annuitant who has elected to pro- 
vide a survivor annuity for an eligible 
former spouse pursuant to subsection (a) of 
this secUon may make an elecUon to provide 
or Increase a survivor annuity for any other 
eligible fomier spouse of the annuitant 
within the same period that, and subject to 
the same conditions under which, an elec- 
tion oould be made under subsection (c) of 
this eeetion for a spouse of the annuitant 
(subject to the provisions of subsection 
(aH3KC) of this section relating to the con- 
sent of a spouse, if the annuitant Is then 
married). The opportunity to make an Sec- 
tion under the preceding sentence h In ac- 
tion to any opportunity otherwise provided 
under this subsection. 

^Xc> If the cntIUeiMnt of an tiigible 
former wTouse of an annuitant to a survi^ 
annuity under this subchapter Is teimlnoted 
or reduced by reason of the remaniage or 
death of the former spouse, the annuitant 
may elect in a signed wiitint received by 
the Office (In the case of a survivor annuity 
to be paid out of the Fund ) or the fisecuUve 
Director (In the case of a survivor annuity 
to be paid out of the Thrift Savings Fund) 
within 1 years after the former spouseb 
date of death or remarriage, as the case amy 
be, to provide a survivor annuity under the 
method described in section 641d(aK2KB) of 
this title (In the case of a terminated or re- 
duced entltleaMnt payable out of the Fund) 
or in suhparagraph <B) or <0) of aectlon 
8484<aK2) of this UUe (in the case of a ter- 
minated or reduced entitiement payable 
from the Thrift Savings Fund). 

*Xd) The requirement that the spouse of 
an annuitant waive a right to a survivor an- 
nuity under this subchapter as a condiUon 
for an election authorized by subsection 
(aX3KC) of this section shall not apply If 
the particbmnt or annuitant estahUshes to 
the satisfaction of the Office that— 

“(1) the spouse's whereabouU cannot rea- 
sonably be determined; or 
“(2) due to exceptional drcumstances, it 
Su)uld be inappropriate to require the par- 
Uclpant or anxuiitant to obtain the spouse’s 
consent. 

"I SW. 

"Xa) An elecUon of an annuitant to pro- 
vide a survivor annuity to the annuitant’s 
spouse under this subchapter terminates on 
the first day of the first monUi beginning 
after— 

Xl) the date of the death of the tpouse: 
or 


*X2) Uie date of the diasoluUon of the 
spouse’s marriage to the annuitant. 

“(b) The enUtlement of an eligible former 
spouse of a fonner participant to a survivor 
annuity under section 6435(a) of this tIUe 
terminates on the first day of the ftrst 
month beginning after— 

“(1) the date of the death of the former 
spouse; or 

“(2) the date the former v>ouse remarries 
before becoming 55 yean of age. 

**■ S4M. DtfMiUlo Uk Fwmi 

*Xa) For the purposes of section 8484(c) or 
6436(aK2) of this title, the annual rate of In- 
terest for each year during which an annu- 
ity would have been reduced if the election 
referred to In such section bad been In 
effect on and alter the awUcable date re- 
ferred to In such section shall be the per- 
cent determined lor such jrear under aectlon 
6884(e) of this UUe. 

“(b) If an annuitant does not make a de- 
posit required by secUon 8434(c) or 
8436(aK2) of this UUe, the Office shall col- 
lect such amount by offset against the an- 
nuitant's annuity payaMe from the Fund, 
qp to a maximum of 86 percent of the net 
annuity otherwise payable to the annuitant 
The annuitant Is deemed to ODOsent to such 
offset. 

'XO The Office may extend the time limit 
for making a deposit required by secUon 
6484(ej sr 8436(aK8) of this UUe in any ease 
for good cause shosm. 

“SUBCHAPTE R V-PI 8ABILITY 
BENEFITS 

*S§44I.IMIiiW— ■ 

“For the purposes of this subchapter— 

“(1) the term ‘administrator of benefits’ 
means an insurance company or other 
entity which— 

“(A) offers claims payment services and 
related administrative services under bene- 
fit plans provided by employers to the pri- 
vate seeUn^ and 

“(Bl has entered into a contract with the 
Office pursuant to section 8458 oi thto UUe; 

*X8) the tetm *di8abUitj benerUs under the 
Sodsl Security Act* means dlsablltty insur- 
anoe ben^lts payable under section 828 of 
the Social Security Act or beneUta payable 
under secUon 802 of such Act by reason of 
being under adlsaMlity; 

“(8) the term 'dUskbllity date*, when used 
with respect to an ^igfble participant, 
means the date the eligible participant 
became disabled; 

the term Misabled*, when used with 
respect to an eligible participant, means 
Uist the etiglble partidpaiit— 

*XA) Is under a disability within the mean- 
ing of secUon 223 of the Social Security Act: 
or 

*XB) Is unable, because of disease or 
injury, to render useful and efficient aervfoe 
in the participant’s poeiUon and is not quali- 
fied lor reasUgiunent, under proeedures pre- 
scribed by the Office, to a vacant porithm— 
“(D whUh is in the parUdpsnt's employ- 
ing agency and is In the partiripantb oom- 
mutingarea; 

*Xil) srhich Is at the same grade or pay 
level as the parUdpant’s position; and 
“(ill) in which the participant would be 
able to render useful and efficient service; 

“(S) the tenn itiiglble participant' means 
an employee ar Member whose service ex- 
oeeds 18 months and— 

“(A) who- 

“(1) has applied for disabUlty beneflU 
under the Soda! Security Act and has been 
determined to be under a disability for the 
purposes of UUe II of the Social Security 
Act; or 

*Xii) in the case of sn employee or 
Member urho Is not entitled to dtoabillty 
benefits under the Social Security Act ^ 


reason of Insufficient quarters of eoverage, 
has beep determined by an administrator of 
benefits to be disabled within the meaning 
of paragraph (4KA> of this section on the 
basis of la report of examination req ilred by 
secUon ^45 of this UUe; or 
“(B) who has been determined by an ad- 
mtnistrbtor of benefits to be disabled within 
the meimtnc of paragraph (4KB) of this lec- 
Uon on the basis of a report of examinaUon 
required by section 8445 of this title: 

“(6) the term 'onset average pay*, when 
used with respect to a disabled eligible par- 
Udpant^ means the participant's average 
pay on the participant's dls^ility date In- 
creased on January 1 bf ^h year after 
such da^ by the same p€pini by which an- 
nuities ^ferred to In pa/agraph 41) of sec- 
tion 646k(b) of this UUe are Increased under 
such sedUon 6462(b) to Deoefliber of the pre- 
ceding y^, and oompounded; and 
“(V) the term 'projected servloe', when 
used wlt^ respect to a disabled eligible par- 
ticipant means the sum of the number of 
yean o| servloe performed by the partici- 
pant behwe ttie participant's disabUity date 
and the number of years, if any, after such 
date and before the date the participant be- 
oomes— 

“(A) In Che cme of an eligible parUcIpant 
referredi to to subparagraph (6KA) of this 
seeUon, 82 yean of oge: or 
“fB) to the ease of an eligible participant 
referred! to to oubparagraph (8KB) of this 
section. 85 yean of age. 

*qS4«2.8ifdlltflMfS 

*'(aXl) A person who it an eligible parUcl- 
pant. Is disabled, and has need all sick leave 
accrued and accumulated under subchapter 
I of chapter 88 of this title or any other 
similar Applicable provision of law relating 
to Oovqmment employineBt 4s enUUed to 
receive dlsabilHjr benefits under this sub- 
ebspter brhile— 

“(A) to the case of a person srho is dis- 
abled qrithln the meaning of aectlon 

8441(4XA) of this UUe, such person is under 
62 years of age: and 

*XB) to the case of a person who is dls- 
atded within the amaning of aectlon 

644i(4XB) of this UUe, auch person it under 
SSyesnqf age. 

'X2) tohen a pemon Mferred to to para- 
graph <$) of this subsection exceeds the 
m a xianim age at which the p erson is quali- 
fied for benefits under such paragrapti, the 
person s^ be treated as an eUgible paitioi- 
pant for the puipoam of entttlement to ben- 
efits under subsscUmi 4b> of this secUon. 
“(bX!)! An SUgfble participant who— 

*XA) Is disabled within the sseantng of sec- 
tion 844i(4KA) of this UUe and to not leas 
than 82 ^ean of age, or 
“(B) to disabled within the meaning of sec- 
Uon 8441(4KB) of this title and to not less 
than 55 years of age, 

and who has 5 or BAore years of service sad 
projected service shall be enUUed to an an- 
nuity as provided In subchapter II of this 
UUe. 

“(2) For the purposes of applying the pro- 
visions of subchaser n of this UUe in the 
case of bn 4)Ugible partlctoiunt pursuant to 
patagrtito <1) of this subsecUon— 

**<A) t^ie eligible parUdpant shall be 
deemed to have s^NUSted from Oovem- 
ment entoloyment mi the day before the 
date the partleipant becomes enUUed 6a an 
annuity to^rsuant to paisgraph U) of this 
subsection; 

’XB) the aervioe of the participant vtiMi 
Include the partidpam’s projected oendoe; 
and 

“(O the paitldpantb average pay Shan be 
equal to the participant's onset average pay. 
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**• M4X sT krMfha 

**<») The annual rate of the disability ben- 
efits payable under aection •442(a> of this 
title to an eligible participant referred to In 
aection S44I(5KA) of thU UUe shall be equal 
to the excess of 60 percent of the partici- 
pant's onset average pay over the amount, if 
any. payable to the participant as disability 
benefits under the Social Security Act. 

'*(b) The annual rate of the disability ben- 
efits payable under section 8442(a) of this 
title to an eligible participant referred to in 
section 8441(5¥B) of this title- 
**(1) during the period ending 1 year after 
the eligible participant's disability date, 
shall be equal to the excess of 60 percent of 
the participant's onset average pay o\'er the 
amount. If any. payable to the participant 
as disability benefits under the Social Secu- 
rity Act; and 

*'(2) after such period, while the partici- 
pant is under 55 years of age, shall be equal 
to the excess of iO percent of the partici- 
pant's cmset average pay over the amount. If 
any. payable to the participant as disability 
benefits under the Social Security Act. 

*0 S444. AssHottM 

**(a> Except as provided In subsection (b) 
of this section, a daim of a participant for 
disability benefits under this subchapter 
may be allowed only If the participant files 
with the appropriate artmlntrtrator of bene- 
fits an application for the disability benefits 
before the date the participant aeparates 
from Government employment or within 1 
year after such date. 

**(b> An appropriate admlnisUmtor of ben- 
efits may waive the time limitation set out 
in subeectlon <a) of this section in the esse 
of a participant If — 

**<1) the administrator of benefiu deter- 
mines that the participant was mentally In- 
competent on the date the participant sepa- 
rated from Government employment or 
Within 1 year after such date; and 
*'(8) the appUcaUon for disabUity benefite 
Is filed within 1 year after the date the par- 
ticipant Is restored to mental competency or 
the date a fiduciary Is appointed to manage 
tiie financial affairs of the participant 
whichever date Is earlier. 

‘*(a> A participant applying f<w orTeoeiv- 
Ing diaabiUty bmiefits umte aection 6442(a) 
of this title shall be examined by a physi- 
cian under the direction of the appropriate 
administrator of benefits at such times as 
auch administrator may require, 

**(b> A phyalcian examining a participant 
under aubsection (a) of this aection shall 
r^rt to the appropriate administrator of 
benefiu the diagnosis and prognosis with re- 
spect to such participant 
^<c) Notwithstanding any other provision 
of this subchapter, any participant who fails 
to submit to the examination required 
under subsection (a) oi this section shall not 
be entitled to disability benefits. 

**• S44S. Otiwf ■HinMSlft — eliyw 
*'(aKi> Any participant who is applying 
for disability benefiU under this subchap- 
ier. is examined pursuant to aection 8445 of 
this title, and is determined on the basis (rf 
the examination to be able to perform the 
work required In any position described in 
paragraph (2) of this subsection shall be 
considered fen* appointment to such posi- 
tion. 

'*(2) A position referred to in paragraph 
(1) of this subsection is a position which Is 
In the agency of the Government employing 
the participant referred to in such para- 
graph. is a position for which the partici- 
pant Is qualified, is not lower than the grade 
or pay level of the participant's position, 
and Is within the participant's commuting 
area. 


**(b) Any participant who Is appointed to 
or offered a position under subsection (a) of 
thiS)^ section Is entitled to appeal to the 
Merit Systems Protection Board under sec- 
tion 7701 of this title any determination 
that the participant is able to perform the 
work required of such position. 

"I WI7. Itocovery mtofmllo* of Mmligt e*s«clty 

*'(aKl) If an administrator of benefiu de- 
termines that an individual who is receiving 
disability benefiU under this subchapter 
has recovered from the disability before be- 
coming 62 years of age (in the case of an in- 
dividual who is disabled within the meaning 
of section 8441(4KA) of this tiUe) or 55 
years of age (In the case of an individual 
who is disabled within the meaning of sec- 
tion 8441(4KB) of this title), payment of the 
benefits shall terminate on the date the in- 
dividual Is reemployed by the Government 
or 1 year after the date of the medical ex- 
amination on which auch administrator's 
determination Is based, whichever date Is 
earlier. 

*'(2KA> Payment of disability benefiu to 
any Individua] under this chapter that has 
been terminated pursuant to paragraph (1) 
of this subsection shall be resumed if . there 
Is a recurrence of the Individual's disability, 
as determined by an administrator of bene- 
fiu after a medical examination of the indi- 
vidual. and the Individual Is under 62 years 
of age (in the case of an Individual who Is 
disabled within the meaning of aection 
8441(4KA) of this title) or under 55 years of 
age (in the case of an individual who Is dis- 
abled within the meaning of aection 
8441(4KB) of this titie). 

"(B) A resumption of paymoit of disabil- 
ity benefiu under subparagraph (A) of this 
paragraph shall be effective on the date the 
medical examination referred to in wuch 
oaragranh was oompleted. 

"(C) The annual rate of the disability ben- 
efiu payable to an Individual upon resump- 
tion of payment under subparagraph <A) of 
this paragraph ahall be the annual rate that 
would have been payable to the Individual If 
paymenf of disabUity benefiu had not been 
terminated pursuant to paragraph (1) of 
this subsecti(ML 

"(bKl) If the administrator of benefiu de- 
termines that an Individual idio la receiving 
disabUity benefiU under this subchapter 
has received, during ttie latest calendar 
year. Inocxne from wages or self-employ- 
ment or both totalling the amount equal to 
60 percent of the rate of pay payable for the 
Individual's position of Government employ- 
ment on the individual's disabUity date de- 
termined for the purposes of this subchap- 
ter (increased as If such rate of pay had 
been Increased, by the same percent as the 
overall percent Increase In the rates of pay 
under the General Schedule, each time such 
rates had been IncreBaed pursuant to aection 
5805 of this title stnoe such date), pasmient 
of the benefiu diall terminate on the date 
60 days after the end of such calendar year. 

"(2KA) If payment of disability benefiu 
under this subchapter has been tenninated 
pursuant to paragraph (1) of this subsection 
In the case of an Individual who Is not reem- 
ployed in a position subject to this chapter, 
who continues to be disabled, who Is under 
62 years of age (In the case of an Individual 
who Is disabled within the meaning of sec- 
tion 8441(4)(A) of this title) or under 55 
years of age (In the case of an Individual 
who is disabled within the meaning of sec- 
tion 8441(4KB) of this tIUe), and who re- 
ceives In the calendar year In which the dis- 
ability benenu were terminated, or any cal- 
endar year after such year. Income from 
wages or self-employment or both totalling 
less than the amount cennputed In such case 
as provided In such paragraph, pasmnent of 


disability benefiu to the individual under 
this siibchapter shall be resumed. 

"(B) A resumption of payment of disabil- 
ity beMfiU to an individual under subpara- 
graph (A) of this paragraph shall be effec- 
tive the first day of the first year beginning 
after the year in srhlch the Individual re- 
ceived the income referred to in such sub- 
paragijaph. 

*‘(C) The annual rate of the disability ben- 
efiu pbj'able to an individual upon resump- 
tion of payment of disability benefiu under 
subpailaiETaph (A) of this paragraph shall be 
the ai^ual rate that would have been pay- 
able tq the individual' if payment had not 
been terminated pursu^x to paragraph (1) 
of this subsection. 

"(c) Any determination imder this section 
may be appealed to the Ofnee. A determina- 
tion of the Office in such an appeal may be 
appeal to Xhe Merit Systems Protection 
Board under section 7701 of this title. The 
Merit Systems Protection Board may hear 
and adjudicate any such appeal. 

*• 844a bcWtlM^ to WMaert* wwfwli— 

"(axil) An Individual is not entitled to re- 
ceive (fisability benefiu under this subchap- 
ter and compensation for Injury to or dis- 
abUity of the Individual under subchapter I 
of ch^ter 61 of this title covering the same 
period! of 

"(2) ^rmgraph (1) of this subsection does 
not ba^ the right of a claimant to the great- 
er benefit conferred by either lubchapter 
referr^ to in such paragraph for any part 
of the|period referred to In such paragraph. 

"(3) IParagraph (1) of this subsection and 
the prbvisions of subchapter I of chapter 81 
of thiq title do not deny an Individual an an- 
nuity irhlch the Individual Is entitled to re- 
ceive dnder this chapter on account of serv- 
ice peHormed by the Individual and do not 
deny bny concurrent benent to the indiiid- 
luJ unjder subchapter I of chapter 81 of this 
title op account of the death of another In- 
diridi^. 

"(b)cl) Subject to paragraph <2) of UUs 
subsedtion. an Individual's receipt of a lump- 
sum payment for compensation under sec- 
tion 8135 of this title shall not affect the In- 
dividuM's entitlement to disability benefiu 
under this subchapter. 

"(2) U disabUity benefiu are payable 
under i this subchapter by reason of tiie 
same disabUity for which a lump-sum pay- 
ment bf compensation referred to In para- 
graph (1) of this subsection has been made, 
so mu|^ of the compensation as has been 
paid fto a period extended beyond the daU 
payment of the disabUity benefiu com- 
menceji, as determined by the Department 
of lAimr, shall be refunded to that Depart- 
ment for credit to the Employees' Compen- 
sation Fund. Before the Individual may re- 
ceive the disability benefiu. the individual 
shaU^ 

"(A) refund to the Department of lAbor 
the ahiount representing the commuted 
oompepsation paymenU for the extended 
pericKlt or 

"(B) authorise the deduction of the 
amount from the disabUity benefits. 

Deductions from the disability benefiu may 
be made from accrued or accruing pay- 
menU; The amounU deducted and withheld 
from (tisabllity benefiU shall be transmitted 
to the Department of Labor for reimburse- 
ment to the Employees’ Compensation 
Fund. iWhen the Department of Labor finds 
that the financial circumstances of an Indi- 
vidual; entitled to disabUity benefiu under 
this siibchapter warrant deferred refunding 
under I this paragraph, deductions from the 
disability benefiu may be prorated against 
and paid from accruing paymenU In such 
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manner aa the Department determines ap- 
propriate. 

n t44f . MIHtMy tmm tedmldMi 

"(aXl) fixoept as provided in paragraph 
(2) of this subsection* a participant shall be 
entitled to disability benefits under this sub- 
chapter In the same manner as an eligible 
participant described in secUon $441(5KB) 
of this title if the participant— 

**(A) is separated from employment as a 
military reserve technician by reason of a 
disability that disqualifies the Individual 
from membership in a reserve component of 
the Armed Forces mecified in section 261(a) 
of title 10 or from holding the mtiitary 
grade required for such employment: 

**(B) is not considered disabled: 

“(C) Is not appointed to another position 
in the Government (under subsection (b) of 
this section or otherwise); and 
“(D) has not declined an offer of appoint- 
ment to a position in the Government unddr 
subsection (b) of this section. 

“(2) Payment of disability benefits to aa 
Individual under this section terminates— 
“(A) on the date the Individual is appoint- 
ed to a posititm In the Government (under 
subsection (b) of this secUon or otherwise); 

“(B) on the date the Individual declines an 
offer of appointment to a posiUon In the 
Government pursuant to subsection (b) of 
this section: or 

“(C) as provided in secUon 8447(a) or 
8447(b) of this UUe. 

“(b) Any Individual applying for or receiv- 
ing disability benefits pursuant to this see- 
Uon shall. In accordance with regulaUons 
prescribed by the Office, be oonsidered by 
any agency of the Government before any 
vacant posiUon In the agency te fUled.lf— 
“(1) the posiUon Is located within the 
commuting area of the individual's former 
posiUon: 

“(2) the Individual is qualified to serve In 
the vacant posiUon: and 
“(3) the posiUon is at the same grade or 
equivalent level as the posiUon from which 
the individual was separated. 

“f S4M. aSMtaitotntht p««vW«M 
“(a) For the purpose of this section, the 
term *8Ute* means a SUte of the United 
States, the District of Columbia, the Com- 
monwealth of Puerto Rico, and a territory 
or possession of the United States. 

“(b) The Office shall enter Into a contract 
with one or more Insurance companies or 
other enUUes described In secUon 
8441(1KA) of this tiUe to provide long-tcm 
group disability Insurance benefits under 
this subchapter and to administer the provi- 
sions of this subchapter which the Office Is 
not medflcally required by this chapter to 
administer. Bach such company or other 
enUty shall meet the following require- 
ments; 

“(1) It must be licensed to transact insur- 
ance under the laws of a State. 

“(2) It must have in effect, on the most 
recent December 81 for which InformaUon 
is available to the Office, an amount of em- 
ployee group disability insurance equal to at 
least 1 percent of the total amount of em- 
ployee group disability Insurance In the 
United States in all insurance companies. 

“(c) A contractor under a contract award- 
.ed under subsecUon (b) of this section shall 
establish an administraUve office under a 
name approved by the Office. 

“(d) Each contract awarded by the Office 
under subsecUon (b) of this secUon may 
remain In effect for a period not exceeding 5 
years and may Include a provision authoris- 
ing extension of the contract, with the con- 
sent of the contractor, for successive periods 
of 1 year each. 

“(e) The Director may include in contracts 
awarded under subsecUon (b) of this section 


such terms and conditions as he considers 
appropriate to protect the Interests of par- 
ticipants and the United BUtes. 

“(f) All records established or maintained 
by an adminlstratcH* of benefits In the ad- 
ministration of this subchapter shall be the 
property of the United States. The adminis- 
trator of benefits shall deliver such records 
to the Office whenever requested by the 
Office. 

“(g) The provisions of any contract under 
this subchi^ter which relate to the nature 
or extent of coverage or benefits (including 
paymenu with respect to benefiU) shall su- 
persede and preempt any law of any SUte 
or political subdivision thereof, or any regu- 
laUon Issued thereunder, which relates to 
group disability Insurance to the extent 
that the law or regulaUon Is Inconsistent 
with the contractual provisicms. 

“(h) The Secretary of Health and Human 
Services shall furnish to the Office and an 
administrator of benefiU such InformaUon, 
Including Information on Individuals claim- 
ing enUUement to benefiU under this sub- 
chapter. as the Office determines to be nec- 
essary to carry out this subchapter. 

**• S4S1. AiuMai metmaSSmti ipt ri s i wHM«Mcy nmnt 

“A contract awarded under aecUcm 8450 of 
this UUe shall Include a provision requiring 
the administrator of benefiU under the con- 
tract to transmit an accounting to the 
Office not Uter than 80 days after the end 
of each policy year. The accounting shall set 
forth, in a form approved by the Office- 
r'd) the total of all claim barges Incurred 
for the contract year; and 
“(2) the amounU of the expenses of the 
administrator of benefiU charged for the 
contract year. 

“8 $411. FtSm J Ewpliym* DInUllty InwriMet Vmmi 

“(a) There Is establiahed In the Treasury 
of the United States a fund to be known as 
the 'Federal Employees' Disability Insur- 
ance Fund'. 

“(bKl) Each agency of the Goverrunent 
employing parUcipanU shaU make periodic 
paymenu to the Federal Employees' Dis- 
abiUty Insurance Fund in the amount of the 
portion of the premium payable for the ap- 
pUcable period (as determined by the 
Office) which Is attributable to such parUd- 
panU, as determined by the Office and the 
apprc^rlate administrator of benefits. 

“(2) An employing agency shall pay the 
amounU required by paragraph (1) of this 
subsecUmi frmn the am»ropriaUon or fund 
available for payment of the basic pay or 
salaries of onployees of the agency. In the 
case of a participant In the legislaUve 
branch who Is paid by the Oei^ of the 
House of RepresentaUves, the amount shaU 
be paid from the contingent fund of the 
House of Representatives. 

“(c) Sums In the Federal Employees* Dis- 
ability Insurance Fund ahall be available 
without fiscal year limitation for the pay- 
ment of premitims for long-term group dis- 
ability insurance under this subchapter. 

“(d) The Secretary of the Tr^uniry may 
Invest and reinvest any of the money In the 
Federal Employees* Disability Insurance 
Fund in interest-bearing obliinstions of the 
United States and may sell such oblis^ions 
for the purposes of such fund. The interest 
on and the proceeds from the sale of these 
obligations, and the income derived from 
premium rate adjustments; become a part of 
such fund. 

“(eKl) No tax, fee. or other monetary pay- 
ment may be imposed or collected by any 
State or by any political subdivision or 
other governmental authority thereof on or 
with respect to any premium paid for Icsig- 
term group disabili^ Insurance under this 
subchapter. 

“(2) Paragraph (1) of this subsection shaU 
not be construed to exempt any administra- 


tor of benefits from the Imposition, pay- 
ment, or collection of a tax, fee, or other 
monetary payment on the net income or 
profit accruing to or realised by the admin- 
istrator from business conducted under this 
subchgpter. If that tax. fee, or payment is 
applic^le to a broad range of business ac- 
tivity. ! 

“StOSCHAPTER VI-OENERAL AND 
ADMINISTRATIVE PROVISIONS 


*f S4S1. Aaliioritr af dM Oflkrsf P n i it— ■ ! Mawafriaft 
“(a) The Office shall pay all benefits that 
are piyable under subchapter U of this 
chapter from the Fund. 

“(b) The Office shall administer all provi- 
sions Of this chapter specifically re- 
quired! to be admlnisteipd by the Board, the 
Execute Director, or any other agency. 

“(c) The Office may mak8 regul^ions to 
carry put the provisions of this chapter ad- 
minist^ by the Office. 

“(d) The Office may contract for the per- 
f ormapce of any administrative aervloes nec- 
essary to carry out its responsibUities under 
this chapter. 

H 8441 CMt-ef-llTliig tetMlMK ta tedc plHi mmWm 
snS mvtKm MMHiRiw 

“(a) ^or the purpose of this sectton— 

“(1) the term 'base quarter*, when used 
with rtepect to a year, means the calendar 
quartei’ ending on September 10, of such 
year, and 

“(2) the price Index for a base quarter Is 
the arithmetic mean of such Index for the 8 
month# comprising such quarter. 

“(bKl) Except as provided In subsection 
(c) of this section, effective December 1 of 
each ybar In which the price Index for the 
base quarter of such year exceeds the price 
Index lor the base quarter of the prececUng 
year, each annuity which Is pay^e from 
the Fujnd under subchapter n or IV of this 
chapte# and commences not later than such 
December 1 shall be Increased by the per- 
centage computed under paragraph (2) of 
this subsectimi. 

“(2) inie percentage by which an annuity 
Is Increased under paragiwh (1) of this sub- 
section In any year shall be the excess, if 
any, of ^ 

“(A) the percentage of the increase In the 
price ipdex for the base quarter of such 
year (»ter the price index of the preceding 
year, oyer 
“(B) 2 percent 

“(cXt) The first increase (If any) made 
under Subsection (b) of this sectkm to an an- 
nuity payable to a participant who retires, 
to the inirviving spouse or surviving former 
spouse of a deceased participant, or to the 
survlvihg qx>use or sunriving f onner spouse 
of a deceased annuitant whose annuity has 
never been increased under this subsection 
or subyection (b) of this section shaU be 
equal tb the product (adjusted to the near- 
est one-tenth of 1 percent) of— 

“(A) onetwelfth of the iu>pUcable per- 
centage of the adjustment computed under 
subsection (b) of this section, multiplied by 
“(BXi) the number of months (counting 
any portion of a month as a month) for 
which the annuity was payable before the 
effective date of the increase, or 






able te a surviving spouse or surviving 
former spouse of a deceased annuitant 
whose bnnuityhas never been so Increased, 
the nuinber of months (counthig any por- 
tion of k month as a month) since the annu- 
ity was first payable to the deceased annui- 


tant. 


“(2) Effective on its commencing date, an 
annuity referred to In subsection (b) of this 
section land payable to an annuitant's sur- 
viving Spouse or surviving former onxise 
ShaU be Increased by the total percentage 
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by which the deceued uinuiUnt's annuity 
had been Increased under this section 
during the period beginning on the date the 
deceased annuitant’s annuity commenced 
and ending on the date of the deceased an- 
nuitant’s death. 

**(d) The monthly installment of an annu- 
ity payable after adjustment under this sec- 
tion shall be rounded to the next lowest 
dollar, but the increase in the monthly in- 
stallment under this section shall be at least 
$ 1 . 

RsUiTSMcflU 

’’Each annuity and disability benefit is 
stated as an annual amount, one-twelfth of 
which, fixed at the next lowest dollar, con- 
stitutes the monthly rate paj'able on the 
first business day of the first month begin- 
ning after the last day of the month for 
which the annuity or disability benefit has 
accrued. 

S4S4. C mm mmft mt rn mmi temhwUMi af musIUm 

•HaXl) Except as otherwise provided in 
this chapter, the annuity of a participant 
under subchapter II of this chapter shall 
oommenoe on the first day of the first 
month beginning after— 

^(A> the date the participant separates 
from Oovenunent employment entitled to 
an hnmediate annuity under section 8411 of 
this title, or 

in the case of a participant who Is en- 
titled to a deferred annuity under section 
8413 of this title and Is not entitled to an 
immediate annuity under section 8411 of 
this title, the date elected by the participant 
under section 8413(a> of this title or the 
date the participant becomes 83 years of 
age, whichever Is earlier, 
as the case may be. 

*‘(2) The annuity of an annuitant under 
this chapter terminates on the date of death 
or other terminating event provided by law. 

'*<bKl> Except as otherwise provided in 
this chapter, a survivor annuity payable to 
an individual under this chapter shall com- 
mence on the first day of the first month 
beginning after the date of the death of the 
deceased participant or former participant 
on whose death such annuity is based. 

**(2) A survivor annuity payable to a sur- 
viving spouse or an eligible former spouse of 
a deceased parUcipant or deceased former 
participant under this chiu>ter terminates 
on the last day of the last month ending 
before the surviving Q>ouse or former 
spouse dies or. If the surviving spouse or 
former spouse is less than 55 years of age. 
remarries. 

S4Sa Wahtr. mi aMisiiawiit af WmAU 

**(a) An Individual entitled to receive pay- 
ment of benefits under subchapter n of this 
chapter may decline to accept all or any 
part of the amount of the benefiu by a 
waiver signed and fUed with the Office. The 
waiver may be revoked In writing at any 
time. Paimient of the benefits waived may 
not be made for the period during which 
the waiver is in effect. 

"‘(b) An individual entitled to receive pay- 
ment of benefits under subchapter n of this 
'Chapter may make allotments or assign- 
ments of amounts from the benefiu for 
such purposes as the OfHce considers appro- 
priate. 

**1 B4SS. ApglkaUMi for bcMfito 
**(a) No payment of benefits based on the 
service of a former participant shall be 
made under this chapter unless an applica- 
tion for payment of the benefiU is received 
by the Office before the one hundred and 
fifteenth anniversary of the former partici- 
pant’s birth. 

**(b) Notwithstanding subsection (a) of 
this section, after the death of a participant 
or former participant, w benefit based on 


the participant’s or former participant’s 
service shall not be paid under subchapter 
rv of this chapter unless an application 
therefor Is received by the Office within 30 
years after the death or other event which 
establbhes the entitlement to the benefit. 

MCT. CMTt OTfon 

”(a) Payments under this chapter which 
would otherwise be made to a participant or 
former participant based upon the senice of 
the participant or former participant shall 
be paid <ln whole or in part) by the Office 
or the Executive Director, as the case may 
be. to another person if and to the extent 
that the terms of any court decree of di- 
vorce, annulment, or legal separation, or the 
terms of any court order or court -approved 
property settlement agreement incident to 
any court deoee of divorce, annulment, or 
legal separation expressly provide. Any pay- 
ment under this paragraph to a person bars 
recovery by any other person. 

**(b) Subsection <a) of this section shall 
apply only to paymenU made by the Office 
or the Executive Director under this chap- 
ter after the date on which the Office or 
the Executive Director, as the esse may be. 
receives written notice of such decree, order, 
or agreement, and such additional Informa- 
tion and documentation as the Office or the 
Executive Director may require. 

•*§ $4M. AnMriUc* mn4 m ret ip fo yniit 

**<a) If an annuitant beemnes employed in 
an appointive or elective position in the. 
Ootemment. payment of any annuity under 
subchapter II of this chapter to the annui- 
tant terminates effective on the date of the 
employment, and the annuitant's service on 
and after the date the annuitant becomes so 
employed is covered by this chapter. Upon 
tennination of the employment, the lights 
of the annuitant under subchapter II of this 
chapter shall be redetermined. If the annui- 
tant dies while still so employed, a survivor 
annuity payable with respect to the de- 
cessed annuitant shall be redetermined as if 
the employment had otherwise terminated 
on the date of death. 

*'(b) The amount of an annuity resulting 
from a redetermination of rights under this 
chapter pursuant to subsection (a) of this 
section shall not be less than the amount of 
the terminated annuity plus any Increases 
under section 8462 of this title occurring 
after the termination of the annuity and 
before the commencement of the redeter- 
mined annuity. 

"SUBCRAPTEK VII— TXAMSmOll PXOVISIOltS 
*8 M71. I Vitut af cartofo foStvMiMlt tNfocct fo the 
CH4I SwTtot iKiwirt wb PiMMIIlr 
Syitei 

*’(aKlKA) Any Individual who Is subject to 
subchapter m of chapter 83 of this title as 
an employee <as defined in section 8331(1) 
of this title, other than an Individual em- 
ployed by the government of the District of 
Columbia) or a Member (as defined in sec- 
tion 8331(2) of this title), whose service is 
not employment for the purposes of tiUe II 
of the Social Security Act and chapter 21 of 
the Internal Revenue Code of 1954, and who 
is not required by section 8402 of this title 
to be a participant may elect to commence 
participation in the System. 

**(B) An election made under subpara- 
graph (A) of this paragraph shall be made 
in writing, in accordance with such regula- 
tions as the Office may pr^KTibe, and not 
later than December 31. 1987, or. in the case 
of an Individual who becomes an employee 
or Member after a break in service for a 
period that includes January 1, 1987. not 
later than 1 year after the date on which 
the individual resumes service. 

**(2) Except as'provided in section 8472(d) 
of this title, any individual who makes the 
election authorized by paragraph (1) of this 


subsection shall retain accrued credit for en- 
titlement to benefits under subchapter III 
of chapter 83 of title 5. United States Code, 
for service i^rformed while subject to such 
subchapter. 

**(3) An ihdividual referred to in para- 
graph (1) of this subsection who becomes an 
employee or Member after a break in service 
for a period that Includes January 1. 1987. 
may make deposits under section 8334 of 
this title for service performed before such 
date while subject to subchapter III of 
chapter 83 of this title. 

‘’(b) Except as provided in sec^on 8472id) 
of this title, any individual whq^ 

“(1) has an unrefunded lufop^um credit 
in the Fund under subchapter III of chapter 
83 of this title. f 

“(2) is reqqired by secUon 8402 of this title 
to be a parti^pant. and « 

**(3) is not a participant referred to in sec- 
tion 8473(m) Of this title. 

shall retain accrued credit for entitlement 
to benefits qnder such subchapter for serv- 
ice performed while subject to such sub- 
chapter. 

“(c) Except as provided in section 8472(d) 
of this title, kny individual who— 

“(1) has received a refund of a lump-sum 
credit in the Fund under subchapter UI of 
chapter 83 of this title. 

“(2) is reqqired by section 8402 of this title 
to be a partk^pant. and 
“(3) is not a participant referred to In sec- 
tion 8473(a) bf this Utle, 

may make deposits under section 8334 of 
this title for service performed before Janu- 
ary 1. 1987. WhUe subject to subchapter III 
of chapter 8|3 of this title and shall, upon 
making such deposits, be enUUed to credit 
under such inibchapter for service covered 
by the deposits. 

“(d) Survivor benefito shall be payable as 
provided in gubchapter III of chapter 83 of 
this title and this chapter to the extent of 
the service creditable under such subchap- 
ter (pursuant to this section) and this chap- 
ter in the esse of a participant referred to in 
subsection (aj), (b), or (c) of this section. 

*8 M72. S^Mfol nilM for aMtlcfoMfo ff«foliilai|r MSltlr- 
sfoal to tkr CMI Swvter acUraMent 
INfobitttj SjfItM 

“(s) Service that Is creditable under sub- 
chapter lU of chapter 83 of this tiUe in the 
case of an individual who retains entitle- 
ment in the Civil Service Retirement and 
Disability System under section 8471 of this 
title shall be credited as service under this 
chapter only^ 

“(1) for the purposes of determining eligi- 
bility to retire entitled to an annuity under 
section 8411 or 8412 of thU UUe and entitle- 
ment for disability benefits under subchap- 
ter V of this Chapter and 
“(2) for the purpose of considering such 
service as years of participation in the 
System for the purposes of section 84^ of 
this title (relating to vesting under the 
thrift savings plan). 

“(b) Service performed as a parUcipant in 
the System by an individual referred to In 
subsecUon (a) of this secUon shall be cred- 
ited under subchapter HI of chapter 83 bf 
this Utle only for the purpose of determin- 
ing eligibility to retire enUUed to an annu- 
ity under secUon 8335. 8336, or 8338 of this 
title. 

“(cKl) The rates of basic pay In effect for 
an individual referred to in subsecUon (a) of 
this section on and after the date the Indi- 
vidual begins to participate in the System 
shall be takeh Into account in computing 
the individual’s average pay (as defined in 
section 8331(4) of this tiUe) for the purposes 
of subchapter in of chapter 83 of this title. 
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**(2) The rates of basic pay In effect for an 
Individual referred to in subsection (a) of 
this section before the date the Individual 
begins to participste in the System shall be 
taken into account in computing the indi* 
vidua] *s average pay for the purposes of this 
chapter. 

'<d) Section 8337 of this title (relating to 
disability retirement) shall not apply In the 
case of a participant referred to in subsec- 
tion (a). 

•^*473. ParlirliMnU wmhUftt to Iht FcSenU Etoirfoyvct’ 
RHirvniMil CmitrlSiitioii Temporal AS- 
imtmeiK Act •f ISS3 

•‘(aMl) The service of a participant with 
respect to which a reduced contribution is 
made under section 204(a> of the Federal 
Employees' Retirement Contribution Tem- 
porary Adjustment Act of 1983 (97 SUt. 
1107; 5 UJS.C. 8331 note) shaU be credited as 
service for the purposes of this chapter and 
shall be considered years of participation in 
the System for the purposes of section 
8422(bHl) of this title. 

“(2) Paragraph (1) of this subsection shaU 
not apply to an individual who serves con- 
tinuously as a Member of Congress during 
the period beginning December 31. 1983. 
and ending January 1. 1987. 

"(bKl) On January 1, 1987. the amount 
computed under paragraph (2) of this sub- 
secUon ShaU be transferred from the Fund 
to the Thrift Savings Fund in the case of a 
participant to whom subsection (aKl) of 
this section applies. The amount transferred 
shall be credited to an account established 
for the individual pursuant to section 
8428(a) of this title. 

•‘(2KA) The amount transferred from the 
Fund in the case of a participant pursuant 
to paragn^h (1) of this subsection shaU be 
equal to the sum of— 

**(i) two times the total amount deducted 
and withheld from the basic pay of the par- 
ticipant pursuant to section 304(a) of the 
Federal Employees* Retirement Contribu- 
tion Temporary Adjustment Act of 1983 (97 
Stat. 1107; 5 U.S.C. 8331 note); and 

‘*(11) interest on the amount referred to in 
clause (i) of this subparagraph computed at 
the annual rate determined under the 
second sentence of this subparagraph and 
compounded annually, as if a fraction of 
such amount (determined as provided in 
subparagraph (B) of this paragraph) had 
been deposited to the credit of the Fund at 
the end of each month for which amounts 
were deducted and withheld from the basic 
pay of the participant as describe in clause 
(i) of this subparagraph. 

The annual rate referred to in clause (li) for 
an amount transferred from the Fond in 
any calendar year shall be equal to the in- 
terest rate determined for such calendar 
year under Section 8334(e) of this title. 

**(B) In the case of any participant to 
whom paragraph (1) of this subsection ap- 
plies— 

“(i) the numeraUH* of the fraction referred 
to in subparagraph (AKii) of this paragraph 
is one; and 

**(ii) the denominator, of the fraction is 
the number of months for W'hich amounts 
were deducted and withheld from the basic 
pay of the participant as described in sub- 
paragraph (A)(i) of this paragraph. 

,“(3) For the purposes of section 8422 of 
thte title- 

•'(A) one-half of the amount computed in 
the case of a participant referred to in sub- 
section (a) of this section pursuant to para- 
graph (2) of this subsection shall be treated 
as a contribution made under section 
8421(a) of this title; and 

••(B) one-half of such amount shall be 
treated as a contribution made by the em- 
ploying agency of the participant pursuant 
to section 8421(b) of this title. 


*'<4) All amounts transferred from the 
Fund pursuant to paragraph (1) of this sub- 
section shall be transferred in the form of 
interest-bearing securities of the United 
States. 

**(c) The total amount of any deposit 
made to the Fund under section 8334(J) of 
this title (relating to deposits covering peri- 
ods of military service) in the case of a par- 
ticipant referred to in paragraph (1) of this 
subsection shall be refunded to the partici- 
pant. The refund shall be paid out of sums 
In the Fund. 

8474. Rccmploycd annuitanta ander a Govem- 
aieat retirement syitem. 

“(a) For the purposes of this section— 

“(1) the term ‘annuitant*— 

“(A) in the case of the Civil Service Re- 
tirement and Disability System, shall have 
the same meaning provided in section 
8331(9) of this UUe; 

“(B) in the case of the Foreign Service Re- 
tirement and DIsabUity System, shall have 
the same meaning provided in secUon 804(1) 
of the Foreign Service Act of 1980 (22 UJ5.C. 
4044(1)). except that such term does not in- 
clude a survivor; and 

“(C) in the case of the Central Intelli- 
gence Agency Retirement and DisabUity 
System, means— 

“(i) any participant who is referred to in 
section 203 of the Central Intelligence 
Agency Retirement Act of 1964 for Certain 
Employees, and 

“(ii) any individual who formerly was such 
a participant. 

entitled to an annuity from the Central In- 
telligence Agency Retirement and DisabUity 
Fund; 

“(2) the term ‘Government retirement 
system* means— 

“(A) the CivU Service Retirement and Dis- 
abUity System under subchapter III of 
chapter 83 of this title; 

“(B) the Foreign ^rvi(» Retirement and 
Disability System under chapter 8 of the 
Foreign Service Act of 1980 (22 UJS.C. 4041 
etseq.);and 

“(C) the Central InteUigence Agency Re- 
tirement and DisabUity System under the 
Central Intelligence Agency Retirement Act 
of 1964 for Certain Employees (50 U.S.C. 
403 note); and 

“(3) the term ‘reemployed annuitant* 
means an annuitant who becomes employed 
by the Government after the effecUve date 
of the CivU Service Pension Reform Act of 
1985 and is required by section 8402 of this 
title to be a participant. 

“(b) A reemployed annuitant shall retain 
entitlement in the Government retirement 
system under which the annuitant is receiv- 
ing an annuity. 

“(cKI) Service that is creditable under the 
Government retirement system of a reem- 
ployed annuitant shaU be credited under 
this chapter only for the purpose of deter- 
mining eUgibUity to retire entitled to an an- 
nuity under aecUon 8411 of this title. 

“(2) Service performed as a reemployed 
annuitant shaU not be crediUble service for 
the purposes of the Government retirement 
system of the reemployed annuitant. 

“(dKl> The rates of basic pay in effect for 
a reemployed annuitant on and after the 
date the annuitant begins to participate in 
the System shall be taken into account in 
computing the annuitant’s average pay for 
the purposes of the Government retirement 
system under which the annuitant was re- 
ceiving an annuity when the reemployment 
commenced. 

“(2) The rates of basic pay in effect for a 
reemployed annuitant before the date the 
annuitant begins to parUcipate in the 
System shall be taken into account in com- 
puting the annuitant’s average pay for the 
purposes of this chapter. 


“(e) Deductions may not be withheld from 
the pay of a reemployed annuitant for the 
purposes of the reemployed annuitant’s 
Government retirement system while the 
reemployed annuitant is a participant in the 
System. 

“f S47S. BkMiiplioii ftom ccfftoln •fTiiH sravMoiiii •T tito 
8octol ftomrtty Act 

“Sections 302(bK4). 202(cK2), 202(e)(7). 
202(fK2). 202(gK4). and 215(aK7) of the 
Social Security Act shall not apply in the 
case of a person who is a participant re- 
ferred to in section 8471 of this title. 

~f S47S. Itofwiattom 

“The Office may prescribe^ regulations to 
carry out this subchapter, . /• 
“SUBCHAPTER VIIl-^iVIL SERVICE 
THRIFT INVESTMENT MANAGEMENT 
SYSTEM f 

•*• SMI. 0vU Service Thrift Iratotornt Bowd 

“(a) There is^ established in the executive 
branch of the Government a Civil Service 
Thrift Investment Board. 

“(bHl) The Board shall be composed of— 
“(A) the Chainnan of the Federal Reserve 
Board; 

“(B) the Secretary of the Treasury; 

“(C> the Director, and 
“(D) two representatives of Federal em- 
ployee organisations appointed by the Presi- 
dent. one of whom shall be a representative 
from a labor organization (as defined in sec- 
tion 7103(aK4) of this tiUe) and one of 
whom shall be a representative from an or- 
ganization for employees who are managers. 

“(2) If an office referred to in paragraph 
(IKA). (1KB). or (IKC) of this subsection is 
vacant, the person acting as the officer in 
such office shall be a member of the Board 
whUe acting as such officer. 

“(3) The Chairman of the Federal Reserve 
Board shall be the Chairman of the Board. 

“(4) The members of the Board appointed 
under paragraph (IKD) of this subsection 
shall serve untU replaced by the President. 
“(c) The Board shaU- 
“(1) establish policies and prescribe regu- 
lations I or— 

“(A) the investment and management of 
the Thrift Savings Fund; and 
“(B) the administration of subchapter III 
of this chapter and the provisions of sub- 
chapter IV of this chapter which relate to 
survivor annuities payable out of the Thrift 
Savings Fund; 

“(2) review the performance of invest- 
ments i^e for the Thrift Savings Fund; 

“(3) mthout regard to civil service and 
classification laws, fix the rate of pay of the 
Executive Director. 

“(4) sitperviae the Executive Director, and 
“(5) review and approve the budget of the 
Board. 

“(dKl) The Board may— 

“(A) adopt, alter, and use a seal; 

“(B) adopt, amend, and repeal regulations 
to carry out its functions; 

“(C) disapprove any action of the Execu- 
tive Director; 

“(D) except as provided in paragraph (2) 
of this subsection, direct the Executive Di- 
rector to take such action as the Board con- 
siders appropriate to carry out the provi- 
sions of this subchapter and subchapter III 
of this chapter, the provisions of subchapter 
IV of this chapter which relate to survivor 
annuities payable out of the Thrift Savings 
Fund, and the policies of the Board; 

“(E) upon the concurring votes of four 
membeia, remove the Executive Director 
from office for good cause shown; and 
“(P) take such other action as may be nec- 
essary to carry out the functions of the 
Board. 

“(2) Except in the case of investments re- 
quired by section 8427 of this title to be in- 
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vested in securities of the Government, the 
Board may not direct the Executive Direc- 
tor or any contractor under a contract 
awarded under section S493(cK2) this title 
to invest or to cause to be invested any sums 
in the Thrift Savings Fund in a specific 
asset or to dispose of or cause to be disposed 
any specific asset of such Fund. 

« Rtsr Ovll Servkr Tkrifl ASviM»r> CMmhtM 
*'(a)(l) The Board shall establish a Cixil 
Sen'ice Thrift Advisory Committee (hereaf- 
ter in this subchapter referred to as the ‘Ad- 
visory Committee'). 

“(2 HA) The Advisory Committee shall be 
composed of 6 members appointed as pro- 
vided in subparagraph (B) of this para- 
graph. 

“(B) The members of the Adxisory Com- 
mittee shall be appointed by action agreed 
to by a majority of the members of the 
Board. Three of the members of the Adviso- 
ry Committee shall be appointed from 
among investment asset managers not em- 
ployed by the Government and three of the 
members of the Advisory Committee shall 
be appointed from among administrators of 
thrift savings plans established for employ- 
ees of private sector enterprises. . 

“(3) The Board shall prescribe the terms 
and conditions of service of the members of 
the Advisory Committee. 

“(b) The Advisory Committee shall— 

“(1) advise the Board and the Executive 
Director on matters relating to— 

“(AKi) investment policy for the Thrift 
Savings Fund; 

“(ii) selection of the types of investment 
funds which are appropriate for investment 
of sums in the Thrift Savings Fund; and 
“(iii) selection of investment managers for 
the purpose of contracting for the adminis- 
tration of investment funds under section 
8493(cK2) of this title; and 
“(B)(i) the performance of the duties of 
the Board and the Executive Director under 
the provisions of this subchapter and sub- 
chaser ni of this chapter and the provi- 
sions of subchapter IV of this chapter 
which relate to survivor annuities payable 
out of the Thrift Savings Fund; and 
“(ii) the administration of such provisions; 
and 

“(2) review the performance of invest- 
ments made for the Thrift Savings Fund. 

*‘l S493. Executive Director 

“(aKl) The Board shall appoint an Execu- 
tive Director by action agreiMi to by a major- 
ity of the members of the Board. The Exec- 
utive Director shall have substantial experi- 
ence. training, or expertise in the manage- 
ment of financial investments. 

“(2) The Board shall prescribe the terms 
and conditions of service of the Executive 
Director. 

“(b) The Executive Director shall— 

“(1) carry out the policies established by 
the Board; 

“(2) invest and manage the Thrift Savings 
Fund in accordance with the investment 
and other policies established by the Board; 

“(3) provide for payment of annuities and 
other authorized distributions from the 
Thrift Savings Fund under this chapter, 
and 

“(4) administer the provisions of this sub- 
chapter. subchapter III of this chapter, the 
provisions of subchapter IV of this chapter 
which relate to survivor annuities payable 
out of the Thrift Savings Fund, and the reg- 
ulations prescribed by the Board. 

“(c) The Executive Director, may— 

“(1) without regard to civil service and 
classification laws, appoint, employ, and fix 
the compensation of such personnel as may 
be necessary to carry out the provisions of 
this subchapter and subchapter III of this 
chapter and the provisions of subchapter IV 


of this chapter which relate to survivor an- 
nuities payable out of the Thrift Savings 
Fund; 

“(2) enter Into such contracts or other ar- 
rangements (including contracts for the per- 
formance of administrative services), and 
make such modifications thereof, as may be 
appropriate to carry out the provisions of 
this subchapter and section 8427 of this title 
and the policies of the Board; 

“(3) except as provided in section 552a of 
this title, obtain from any Federal agency, 
including any independent establishment or 
instrumentality of the United States, advice, 
information, estimates, statistics, and such 
other assistance as the Executive Director 
considers necessary to carry out the provi- 
sions of this subchapter and subchapter III 
of this chapter, the provisions of subchapter 
IV of this chapter which relate to survivor 
annuities payable out of the Thrift Savings 
Fund, and the policies of the Board; 

“(4) make such payments out of sums in 
the Thrift Savings Fund as the Executive 
Director determines are necessary to carry 
out the provisions of this subchiu>ter. sub- 
chapter ni of this chapter, the provisions of 
subchapter IV of this chapter which relate 
to survivor annuities payable out of the 
Thrift Savings Fund, and the policies of the 
Board; 

“(5) pay the compensation, per diem, and 
travel expenses of personnel from the 
Thrift Savings Fund; 

“(6) accept and utilize the services of indi- 
viduals employed intermittently in the Gov- 
ernment service and reimburse such individ- 
uals for travel expenses, as authorized by 
section 5703 of this title, including per diem 
as authorized by section 5702 of this title; 

“(7) except as otherwise expressly prohib- 
ited by law or the policies of the Board, del- 
egate any of the Executive Director's func- 
tions to such officers and employees under 
the Board as the Executive Direc^r may 
designate and authorize such successive re- 
delegations of such functions to such offi- 
cers and employees under the Board as the 
Executive Director may consider to be nec- 
essary or appropriate; and 

“(8) take such other actions as are appro- 
priate to carry out the functions of the Ex- 
ecutive Director. 

'*• SIM. iBVMtMit policy 

“The Board shall develop investment poli- 
cies under section 8491(cKl) of this title 
which provide for— 

“(1) prudent investments suitable for ac- 
cumulating funds for payment of retirement 
income; 

“(2) investment strategies which do not 
require a significant level of active invest- 
ment decisionmaking in the case of the in- 
vestment funds established under subpara- 
graphs (B) and (C) of section 8427(bKl) of 
this title; 

“(3) low administrative costs; and 

“(4) investments likely to receive broad ac- 
ceptance by participants and the public. 

**f M9S. Adminlxtistlxe srovitiom 

“(a) The Board shall meet— 

“(1) not less than once during each fiscal 
year; and 

“(2) at additional times at the call of the 
Chairman. 

“(b)(1) Except as provided in section 
8491(dKlKE) of this title, the Board shaU 
perform the functions and exercise the 
powers of the Board on a majority vote of a 
quorum of the Board. 

“(2) A vacancy on the Board shall not 
impair the authority of a quorum of the 
Board to perform the functions and exercise 
the powers of the BoanL 

“(c) Three members of the Board shall 
constitute a quorum for the transaction of 
business. 


*‘(d>(l) Bach member of the Board who is 
not a Federal employee and each member of 
the Advisory Committee shall be compen- 
sated at the daily rate of basic pay payable 
for grade 08-18 under the Genera) Sched- 
ule for eteh day or part thereof during 
which such member is engaged in perform- 
ing a funietion of the Board or Advisory 
Committee, as the case may be. 

“(2) Each member of the Board who is not 
a Federal employee and each member of the 
Advisory Committee shall be paid travel, 
per diem, and other necessary expenses 
under subchapter I of chapter 57 of this 
title while traveling away front home or 
regular plgce of business iii tlu performance 
of the duties of the Commlfialon or Advisory 
Board, as the case may be. ^ ' 

“(e) The accrued annual leave of any em- 
ployee who is a member of thq Board shall 
not be charged for any time used in per- 
forming service /or the Board during any 
work period. ' 

“(f) Section 14(a)(2) of the Federal Advi- 
sory Committee Act (86 Stat. 776; 5 UB.C. 
App.) shall not apply to the Advisory Com- 
mittee. 

MK. llaMIHjr anS 

“(a) For the purposes of this section— 

“(1) the term ‘fiduciary* means— 

“(A) with respect to the Thrift Savings 
Fund, each member of the Board and the 
Executive Director, and 
“(B) any perron who. with respect to the 
Thrift Savings Fund. Is described in section 
3(21 HA) of the Employee Retirement 
Income Security Act of 1974 (29 U.S.C. 
1002(21 HA)): 

“(2) the term ‘party in interest* includes— 
“(A) any fidudarr. 

“(B) any counsel to a fiduciary; 

“(C) any perron providing services to the 
Board or the Executive Director: 

“(D) a libor organization the members of 
which are participants; 

“(E) a spouse, ancestor, lineal descendant, 
or spouse of a lineal descendant of a perron 
described In subclause (A). (B). or (C) of this 
clause; and 

“(F) a corporation, partnership, or trust 
or estate of which, or in which. 50 percent 
or more of^ 

“(i) the combined voting power of all 
classes of ktock entitled to vote or the total 
value of shares of all classes of stock of such 
corporatioh; 

“(ii) the capital interest or profits interest 
of such partnership; or 
“(iii) the beneficial interest of such trust 
or estate. 

is owned directly or indirectly, or held by a 
person described in subclause (A). (B). (C). 
or (E) of this clause; and 
“(3) the term ‘person* mekns an individ- 
ual. partnership. Joint venture, corporation, 
mutual company. Joint-stock company, 
trust, estkte. unincorporated organization, 
association, or labor organization. 

“(bKl) A fiduciary shall discharge his re- 
sponsibilities with respect to the Thrift Sav- 
ings Fund or applicable portion thereof 
solely in the interest of the participants and 
beneficiaries and— 

“(A) for the exclusive purpose of— 

“(1) providing benefits to participants and 
their beneficiaries; and 
“(ii) defraying reasonable expenses of ad- 
mlnisterinji the Thrift Savings Fund or ap- 
plicable portions thereof; 

“(B) with the care, skill, prudeiioe, and 
diligence under the circumstances then pre- 
vailing thit a prudent individual acting in a 
like capacity and familiar with such matters 
would use in the conduct of an enterprise of 
a like character and with like objectives; 
and 
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%o ih« extent permitted fay section 
•427 of tills tiUe. by divenifyint Uie tovesi- 
menu of the Thrift Ssvincs Fund or mppli- 
cable portions thereof so os to minimiBe the 
risk of larfe tesses. unless under the cimmi- 
stances K Is clearly prudent not to do so. 

*‘<2l No fiduciary may maintain the indicia 
of ownership of any assets of the Thrift 
Savings Fund outside the jurisdiction of the 
district courts of the United States. 

"(c) A fiduciary shall not— 

*'(1) dea) with any assets of the Thrift 
Savings Fund for his oan account; 

'*(2) acU in his Individual or any other ca- 
pacity« in any transaction Involving the 
Thrift Savings Fund on behalf of a party 
whose interests are adverse to the Interests 
of the Thrift Savings Fund or the interests 
of its participants or beneficiaries: 

**(3) receive any consideration for his own 
personal account from any party dealing 
with sums credited to the Thrift Savings 
Fund in connection with a transaction in> 
volving assets of the Thrift Savings Ftind, 
except tees which the fiduciary is entitled to 
receive as provided In a contract awarded 
under section •493(cX2) of this title; 

"(4) permit the transfer of any assets of 
the Thrift Savings Fund to or the use of 
such assets by any person known to be a 
party in interest, except In return lor ade- 
quate consideration; or 

**(5) peimH the actpiisiticm of any proper* 
ty from or aervices by any penon known to 
be a party in interest, except In exchange 
lor adequate oonslderation. 

**<d) This section does not prohibit any fi- 
duciary from— 

**(1) receiving any benefit which the fidu- 
ciary is entitled to receive under this chap- 
ter as a participant, a former participafA. or 
a beneficiary of a participant or former par- 
ticipant; 

*'(2) receiving any r eas onab le oonuieDsa* 
Uon authorized by this title for services ren- 
dered. or for reimbursement of expenses 
properly and actually Incurred, in the per- 
formance of the liduclary*s duties under 
this ^apter; or 

**(3) serving as a fiduciary in addition to 
being an officer, employee, agent, or other 
representative of a party In Interest. 

*Te)(l KAl Any fiduciary that breaches the 
responsibilities, duties, and obligations set 
out In subsection (bl of this section or vio- 
lates subsection (cl of this section Shan be 
liable to the Thrift Savings Fund lor any 
losses to such fund resulting from each sneh 
breach or violation and to restore to such 
fund any profits made by the fiduciary 
through use of assets of such fund by the fi- 
duciary, and shall be subject to such other 
equitable or remedial relief as a oouit con- 
stdert appropriate. A fiduciary nay be re- 
moved for a breach referred to tn the pre- 
eadlng sentence. 

**(B) The Attmney Qeneral of the United 
Sta t es may amem a civil penalty against a 
party in interest engaging in s transaction 
prohibited by subsection (c) of this section. 
The amount of such penalty may not 
exceed • percent of the amount Involved (as 
defined tn section 4975(1 X4) of the Internal 
Revenue Code of 1954); except that. If the 
transaction is not corrected (in such manner 
as the Attorney Oenend ahail p r e scr ib e by 
regulation consistent with section 4975CfK5) 
of the Internal Revenue Code of 1954) 
within 90 days after the date the Attorney 
Ocnerai transmits notice to the party hi in- 
terest (or such longer period ms the Attor- 
ney General may permit), such penalty may 
be In an amount not more than i(X) percent 
of the amount Involved. 

"(C) A fiduciary shall not be liable under 
subparagraph <A> of this paragraph arith re- 
spect to m breach of fiduciary duty under 
subsection (b) of this section committed 


before becoming a Muciafy or after ceasing 
to be a fiduciary. * 

"(2) A civil action may be brought in the 
district oottris of the United States— 

^'(A) by the Attorney General of the 
United States— 

*‘(1) to determine and enforce a liability 
under paragraph (IMA) of this subsection; 
or 

"(ii) to collect any dvil penalty under 
paragraph (1KB> af this aubsection; or 

**(B) by the Attorney Oeneral of the 
United States, any partldipanl. annuitant, 
lonner participant who Is entitled to a de- 
feired annuity under section 9411 of this 
title, other beneficiary, or fiduciary- 

^i) to enjoin any act or practice which 
violates any provision of subsection (b) or 
(c) of this section: or 

’ **(li) to obtain any other appropriate equi- 
table rellel to redress a violatioD of any 
such provision. 

**(•) An action may not be oo mm enoed 
under par ag r ap h (2) of this aubsection with 
respect to a fiduciazy'a bresch of any re- 
VxinBibaity. duty, or ebUgalion under sub- 
section (b) of this section or a violation of 
subsection (c> of this section after the earli- 
er of— 

•XA) • years after (1) the date of the last* 
action which constituted a part of the 
breach or violation, or (ii) tn the case of an 
omission, the latest date on which the fidu- 
ciary could have cured the breach or viola- 
tion: or 

*'(B) 3 years after the earliest date on 
which the plaintiff had actual knowledge of 
the breach or violation; except that. In the 
case of fraud or oonoealment, euch aetton 
may be commenced not later than • yean 
after the date of discovery of such breach or 
violation.". 

(b) The table of chapters at the beginning 
of part 111 of guch title Is amended by In- 
serting after the Item iclating to tdiapter 93 
the following new item: 

"•4. Civil Service Fention System ...... 9401.*’. 

TTIU: B— AllENDMENTS RELATINO 
TO SOCIAL SECURITT 

AMENDMENTS TO THE SOCISL gnCOamr ACT 

SBC. 301. Sectiem 3l0(aK5) of the Social 
Security Act is amended— 

(1) by striking out **or" at the end of sub- 
paragraph (F); 

(2) by striking out the semicolon at the 
end of subpoiagraph (O) and inserting In 
Ueu thereof ".or**; and 

(3) ty adding at the end thereof the fol- 
lowing new aubpsiagraph: 

"(H) gervloe p erformed by an Indivkiual 
after such individual has commenced par- 
ticipation in the CIvfi O e rii cc Pension 
System pursuant to section 9471 of title 5. 
United SUtes Code;**. 

AMENDMENTS TO THE INTERNAL REVENUE CODE 
or 1SS4 

Sec. 202. Section 3121(bK5) of the Inter- 
nal Revenue Code of 1954 is amended— 

<1) by striking out "or" at the end of sub- 
paragraph (F); 

(2) by striking out the semicolon at the 
end of subparagraph (G) and inserting in 
neu thereof ", or**; and 

(3) by adding at the end thereof the fol- 
lowing new subparagraph: 

"(H) service pfaformed by an individual 
after such individual has co mmen ced par- 
tiebnUon In the Civil Service Pension 
System pursuant to section 6471 of title 5. 
United States Code:". 


TITLE UI-MI6CELLANBOU8 AND 
CONFORIflNO AiiENDIf ENTS 

BXtENStON or FEDERAL m*U3YlZ8* RETIliE. 

WENT CONTRIBUTION TEMrORART ADJUST- 
MENT ACT OF IFSS 

Sec. 30L (a) Sections 202(1). 202(6). 
30^(aK4KA). 203(a)(4KBX 204(a). 

206(bK2KA)(i). and 206(cK3) of the Federal 
Employees* Retirement Contribution Tem- 
porary Adjustment Act of 1983 (97 Slat. 
1106; S US.C. 9331 note) are amended by 
striking out "January 1. 1986** each place It 
appears and inserting in Ueu thereof Janu- 
ary 1, 1987**. 

tb) Section 305 of such Act la amended by 
striking out "and 408F' tn subsections (b) 
and (c) and inserling/tn lieu thereof "1986. 
and 1987". 7- 

y 

MISCSUANBOUS AMENDMENTS TO CHAPTER 83 
or nTLE S, WNXZ^ ETAIBS COBB 

SBC. 802. (a) Section 9881(1X0) of title 5. 
United States Code, is amended to read as 
follows: 

*^0) an individual first employed by the 
fovemiiient of the Dtetrfct of Columbia 
before January 1, 1987;". 

(b) Section'9331 of such title Is amended 
by adding at the end thereof the following 
new gubeectioir 

**(n) Except as provided In section 8472(b) 
of this title, service perfonned while a par- 
tlclpafit In the CIvU Cc rv icc Pension System 
under chapter 84 of this title Is not credita- 
bly tmder tills section.**. 

(CKl) The first sentence of section SS38(b) 
of such title is amended by inserting "or 
ehkpter 94 of this title" after "subject to 
this subchapter". 

O) Section 8333(0 of such title Is amend- 
ed by adding at the end thereof the tollow- 
tnf new sentencr. "The requirements of the 
first sentence shaH apply only with respect 
to the cIvUian service performed by a 
Member whOe not a participant tn the Civil 
Serrioe Pension System under chapter 84 of 
thUttUe.". 

(d> Subsection (a) of section 9334 of such 
title Is amended— 

(1) In the first sentence of paragraph (1). 
by striking out "The employing" and insert- 
ink ^ liBU thereof *‘£x^t as provided in 
paragraph (3) of this subsection, the em- 
ploying**; and 

(2) by adding at the end thereof the fol- 
lowing new paragraph: 

"'(SXA) In the case of an eniployee or 
Mymber who was subject to this subchapter 
before Januaiy 1. 1984. and whose service— 

*XI) Is employment tor the purposes of 
title U of the Social Security Act and chap- 
ter 21 of the Internal Revenue Code of 1954; 
and 

*^(il) Is not creditable service for any pur- 
pose under chapter 94 of this title, 
an employing agency shall deduct and with- 
hold from the basic pay of the employee or 
Member under paragraph (1) of this subsec- 
tion during any pay period only the amount 
computed pursuant to subparagraph <B) of 
thti paragraph. t 

"(B) The amount deducted and withheld 
from basic pay during any pay period pursu- 
ant to subparagraph (A) of this paragraph 
In the case of an empioifee or Member re- 
ferred to in sach subparagraph shall be the 
excess of— 

*Xi) the amount determined by multiply- 
ing the percent applicable to the employee 
or Member under paragrapb (1) of this sub- 
section by the basic pay payable for such 
pay period, over 

tii) the amount of the taxes deducted 
and withheld from such basic pay under sec- 
tion 3101(a) of the Ixitemal Revenue Code 
of 1954 for such pay period.*'. 
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<e) Section 8339 of such title is amended 
by adding at the end thereof the following 
new subsection: 

“(OKI) Effective on the first day of the 
month in which an annuitant or a survivor 
becomes 62 years of age. the annuity or sur- 
vivor annuity computed under the other 
subsections of this section shall be reduced 
by an amount equal to the amount (If any) 
by which the annuitant's or survivor annu- 
itant's benefit under title II of the Social 
Security Act exceeds the amount of such 
benefit to which he would be entitled If the 
ser\ice described in paragraph (2) of this 
subsection were not taken into account. 

“(2) The service described in this para- 
graph Is the civilian service that is covered 
by amounU deducted and withheld as pro- 
vided in section 6334(aK3) of this title and is 
taken into account for the purpose of com- 
puting— 

“(A) the annuity or survivor annuity; and 

“(B) benefits under such title of the Social 
Security Act.”. 

(f) S^tion 6347(a) of such title Is amend- 
ed by adding at the end thereof the follow- 
ing: “The Office may contract for the per- 
formance of administrative services neces- 
sary to carry out iU responsibilities under 
this subchapter.”. 

<g) Section 8348(a) of such title is amend- 
ed— 

(1) in paragraph (IKA). by inserting “or 
the provisions of chapter 84 of this title 
vrhich relate to benefits payable out of the 
Fund” after “subchapter”; and 

(2) in paragraph (2), by Inserting ”, chap- 
ter 84 of this title.” after “chiqjter”. 

CONFORMING PROVISIONS POR THE POSTAL 
SERVICE RETIREMENT SYSTEM 

Sec. 303. Section 1005<d) of title 39. 
United States Code, is amended to read as 
followr. 

”(d) Officers and employees of the Postal 
Service (other than the Governors) shall be 
covered by chapters 83 and 84 of title 5 ac- 
cording to the provisions of such chapters. 
The Postal Service shall withhold from pay 
and shall pay into the CivU Service Hetire- 
ment and Disability Fund the amounts spec- 
ified in or determined under such chapter 

83. The Postal Service shall pay into the 
Civil Service Retirement and Disability 
Fund the amounts specified or determined 
under subchapters 11 and V of such chapter 

84. The Postal Service shall pay into the 
Ci\il Service Thrift Savings Fund the 
amounts specified in or determined under 
subchapter III of such chapter 84.”. 

CROUP LXPE INSURANCE POR CERTAIN PARTICI- 
PANTS IN THE CIVXL SERVICE PENSION SYSTEM 

Sec. 304. (a) Subsection (b) of section 8702 
of title 5. United States Code, is amended— 

(1) by inserting “(1)” after “(b)”; and 

(2) by adding at the end thereof the fol- 
lowing new paragraph: 

“(2) Paragraph (1) of this subsection shall 
not apply to an employee w^ho is required by 
section 8402 of this title to be a participant 
in the Civil Service Pension System.”. 

<b) Subsection (a) of section 8707 of such 
title is amended— 

(1) by striking out “(a) During” and in- 
serting in lieu thereof “(a)(1) Except as pro- 
vided in paragraph (2) of this subsection, 
during”: and 

(2) by adding at the end thereof the fol- 
lowing new paragraph: 

“(2) Paragraph (1) of this subsection shall 
not apply to an employee who is required by 
section 8402 of this title to be a participant 
In the CivU Service Pension System.”. 

(c) Subsection (a) of section 8708 of such 
title Is amended— 

(1) by striking out “(a) For” and Inserting 
In lieu thereof “(aKI) Except as provided in 
paragraph (2) of this subsection, for”: and 


(2) by adding at the end thereof the fol- 
lowing new paragraph; 

“(2) For each period for which an employ- 
ee referred to in section 8707(aK2) of this 
title is insured under a policy of Insurance 
referred to in paragraph (1) of this subsec- 
tion. a sum equal to one and one-half times 
the amount which, but for such section 
8707(aK2). would be withheld from the pay 
of the employee under section 8707(a)(1) of 
this title shall be ^ntributed from the ap- 
propriation or fund which Is used to pay the 
employee.”. 

HEALTH BENEFIT FLAN ELIGIBILITY FOR FORMER 
SFOUSES 

Sec. 305. (a) Section 8901(10) of title 5. 
United States Code, is amended— 

(1) in subparagraph (CKi>— 

(A) by Inserting “or 8467” after “8345(j)”; 
and 

(B) by inserting “or 8434” after “8341(h)”; 
and 

(2) in subparagraph (CKID— 

(A) by inserting “or 8434” after “8341(h)”; 
and 

(B) by Inserting “or 8467“ after “8345( j)”. 

(bKl) Subsection (b) of section 6905 of 

such title is amended— 

(A) by redesignating subparagraphs (A). 
(B). and (C) of paragraph (1) as clauses (i). 
(U). and (iii). respectively” 

(B) by redesignating paragraphs (1) and 
(2) as subparagraphs (A) and (B). respective- 
ly; 

(C) by inserting “(1)” after “(b)”; and 

(D) by adding at the end thereof the fol- 
lowing new paragraph (2): 

“(2) A member of family of a deceased em- 
ployee or annuitant who was enrolled in a 
health benefit plan under this chapter on 
the date of death of the employee or annui- 
tant may continue the enrollment under the 
conditions of I^igibility prescribed in regula- 
tions issued by the Office.”. 

(2) Subsection <cKl> of such section is 
amended— 

(A) in subparagraph (B), by inserting “or 
8435(aKl)”; and 

(B) in the second sentence— 

(i) by inserting “or 8434” after “8341(h)”; 
and 

(ii) by inserting “or 8467" after “8345(j)”. 

EMPLOYEES OF CERTAIN HONAFPROPRIATED 
FUND INSTRUMENTALITIES 

Sec. 306. Section 2105(c) of title 5. United 
States Code. Is amended by inserting 
chapter 84.” after “chapter 81” In clause (2) 
of the first sentence. 

TITLE IV-AUTHORIZATION AND 
EFFECTIVE DATES 

FIRST YEAR EXPENSES OF THE CIVIL SERVICE 

THRIFT INVESTMENT MANAGEMENT SYSTEM 

Sec. 401. (a) Notwithstanding section 
8426(cK3) of tlUe 5. United States Code, as 
added by section 101 of this Act. the ex- 
penses inpurred in the administration of the 
Civil Service Thrift Investment Manage- 
ment System prescribed in subch^ter VIII 
of chapter 84 of such title, as added by sec- 
tion 101 of this Act* during fiscal years 1986 
and 1987 shall be paid from sums appropri- 
ated pursuant to subsection <b). 

(b) There are authorized to be appropri- 
ated to the Civil Senice Thrift Investment 
Board, for fiscal years 1986 and 1987. such 
sums as may be necessary to pay the ex- 
penses incurred in the administration of the 
Civil Service Thrift Investment Manage- 
ment System prescribed in gubchapter VIII 
of chapter 84 of tiUe 5. United States Code, 
as added by section 101 of this Act. during 
such fiscal years. 

EFFECTIVE DATES 

Sec. 402. (a) Except as provided in subsec- 
tion (b). this Act and the amendments made 
by this Act shall Uke effect January 1. 1987. 


(b) Subchapter VIII of chapter 84 of title 
5. United States Code (relating to the Civil 
Service Thrift Investment Management 
Systbm). as added by section 101. shall take 
effect on the date of enactment. 

(c) The program required by section 
8426(e) of title 5. United SUtes Code, as 
added by section lOKa) of this Act. shall be 
established not later than January 1. 1988. 

Section-by -Section Analysis 

The opening section (section 2) provides 
for the purpose of the legislation. The pur- 
poses delineated include providing a stable 
and flexible retirement plan which is com- 
parable to good private ^ctor retirement 
benefits plans, enhiincijn portability of re- 
tirement assets betarefti Federal jobs and 
Jobs outside the Federal government, and 
ensuring a fully funded*^ and financially 
sound federal retirement program. 

TITLE 1— CIVIL service PENSION SYSTEM 

Section 101(a) amends title 5. United 
States Code, by inserting a new chapter 84. 
entitlled “Civil Service Pension System” 
(CSPS). 

Subchapter I of this chapter provides defi- 
nitiohs for administration of the CSPS. 
many of which are the same as or similar to 
those used in chapter 83 of title 5. New or 
modified definitions Include average pay 
(highest 5 years) and basic pay trate estab- 
lished pursuant to law. without regard to 
any limits on authority to pay). Definitions 
of firefighter and law enforcement officer 
are more specific than those used in chapter 
83. The subchapter also identifies the par- 
ticipants In the new CSPS and specifies Its 
relationship to the Social Security Act. Em- 
ployees of the District of Columbia are spe- 
cifically excluded. Employees of the current 
CivU Service Retirement System (CSRS) are 
included if they so choose pursuant to Sec- 
tion 8471. 

Subchapter II describes the basic retire- 
ment plan, which Is a defined benefits plan 
applidtble to all permanent employees cov- 
ered by the Social Security System on or 
after January 1. 1984 and any employees 
subject to the CSRS who elect to join the 
CSP$. 

Section 8411 lists the combinations of age 
and aervice which establish entitlement to 
an immediate annuity. 

Subsections (a) and (b) provide for an im- 
mediate annuity at age 55 with 10 years of 
service and age 62 with 5 years of service. 

Subsections (c) and (d) provide for an im- 
mediate annuity to the special retirement 
classes (law enforcement officer, firefighter, 
or aiy traffic controller) after 25 years of 
service in the occupation. 

Subsection (e) provides for an immediate 
annuity to an employee w’ho is separated 
from the service involuntarily and who has 
completed 29 years of service or is not less 
than age 50 with 20 years of service. 

Subsection (f) provides that the annuity 
authorized by this section is computed 
under sections 8413 through 8415 of this 
title. ^ 

Section 8412 provides for deferred retire- 
ment at age 62 to a participant who is under 
age 82 and separates from Federal employ- 
ment, after completing 5 years of service or 
at age 55 to a participant who is under age 
55 and separates from Federal employment 
after completing 10 years of service. 

Section 8413 provides the formula for 
computing the annuity a participant Is enti- 
tled io receive. The formula Is one percent 
of the average pay over the five highest con- 
secutive years multiplied by the number of 
years of service. For the special retirement 
classes, an annuity supplement equal to the 
estimated amount of Social Security bene- 
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/lU payable at ace 62 will be paid to anni- 
tmnU from ace 65 until ace 61. Thb aupple* 
ment will be inereaaed annually by the per- 
cent increase In the Social Security Act av- 
^cfe index. A pro rata formula for 
part time service Is also specified. 

Section M14 provides for reduction of an 
immediate annuity that befins before ace 
62. The reduction Is two peroeni for each 
year the participant is under ace 61 on the 
date of a voluntary retirement at ace 55 
with to years of service or an Involuntary 
retirement under socUon 6411<e>. The annu- 
ity is reduced by five percent for each year 
the participant is under ace 61 for a partici- 
pant who elects to receive an annuity after 
age 55 but before completing 10 years of 
service. A five percent reduction for esch 
year the participant is under age 15 applies 
to law enforcement officers, firefighters, air 
traffic eontroHeis. and i^litary reserve 
technicians. 

Section 6415 provides for actuartany re- 
ducins an annuity to provide for one or 
more survivor annuities. 

Subsection <a) prov i de s for an autmnatic 
annuity reduction to provide a survivor an- 
nuity to the spouse of a married parUcIpant 
unless the participant and his or her spouse 
Jointly waive the spouse's right to scurvivor 
ennuHy as provided in ssciioti C4i6. 

Subsection (b) provkleB for an automatic 
annuity reduction when the participant has 
elected to provide a survivor annuity to a 
former spouse. 

Section 6416 provideB that OPM shall pre- 
scribe methods of psyment of aanuities and 
participant election of the aMthod pre- 
ferred. Included in those methods are a 
single life annuity and a JoInt-and-siirviVDr 
annuity. An individuai designated as having 
an Insurable interest In the annuitant may 
reoelve an survivor annuity under this provi- 
sion. 

An individual who Is married on the date 
he or she applies for payment of the annu- 
ity to begin may elect a method of payment 
other than a Jototomd-survivor amthod only 
if the individual and his or her spouse Joint- 
ly waive an annuity under this method. 

Section 1417 prov i de s that a participant 
who retires voluntarily prior to age 62 may 
elect to have his m her annuity payments 
adjusted in guch a way that the total 
amount received before and after receipt of 
Social Security benefiU begin is appioxi- 
mately the same. This does not apply to de- 
ferred retirement or to the oecial retire- 
ment classes.^ 

Section B4I8 provides that each Federal 
agency shall contribute an amount equal to 
the normal cost of Uie benefits lor the agen- 
cy's employees, as detennined by OFM. It 
also provides for a yearly determination of 
the Fund’s supplemental liability which is 
to be amortized over 30 yean by payments 
from the Secretary of the Treasury or the 
Postmaster General of the United Slates, as 
appropriate. OPM may use the current 
CSRS Board of Actuaries for mmicin g actu- 
trial d ctenntnatlons and valuations lor the 
CSF8. 

Smioii MW wovMes that mflitary service 
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Section 6431 allows parUcIpanU to con- 
tribute up to 10 percent of their basic pay to 
the thrift plan. Those participants who are 
receiring dlmbllity beneflu may eontribute 
op to 10 percent of the disability benefiU 
payable. An opportunity to change the con- 
tribution gmount wlU be provided at least 
annually. Employing agencies are required 
to match the partldpanrs contribution, up 
to five percent of the participant's annual 
rate of basic pay or the disabled partici- 
pant's disability beneflu. AmounU eontrib- 
uted to the thrift fund are not induded In 
the employee's current gross income for 
Income tax purposes. 

Section 6422 provides a vesting schedule 
lor the thrift plan. A participant ImmedlaU- 
ly vesU bi his contributions and thetr aarn- 
Ings. Beginning after one year of aendoe. 
the participant vesU In 20 peroeni of the 
eosployer's contribution. This tnereaaes by 
20 percent tor each adcfitional year par- 
ticipation up to five years and beyond, when 
the entire share contributed by the employ- 
er. plus Interest. Is vccted. A participant who 
dies while employed by the coveituaeiit tan- 
mediately vesU In 100 percent of the em- 
ployer's contribution and the eamlncB on It 
For a participant who separates tram em- 
ployment before becondne entitled to an im- 
mediate annuity, any employer contribu- 
tions which he has not vested In are trans- 
ferred to the Treasury for credit to Mlaeel- 
laneous ReceipU. 

Section 8423 describes the cmtlonai ways 
an employee may choose from to reoelve 
thrift account paymenU from the thrift 
plan at separation tram employment, de- 
pending on his or her status under the basic 
pension plan. 

Subsection ta) perndu a paitictpant who 
Is entitled to an Immediate annuity to ^ect 
one of the f ov methods below: 

<1) An Immediate annuity 
(2) A deferred annuity 
<6) A lump sum or Installment withdrawal 
<4) Transfer to an Individual retirement 
moeount or other qualified re ti rement phm 
Subsection (b) perndU a participant who 
is entitled to a deferred annuity to elect one 
of the methods described above. the 
first three methods, the money is not pay- 
able until the date of the partidpant's eligi- 
bilfty for rattreroent. 

Subsection (c) peratfU a participant who 
is not eligHde for any pension to meet one of 
the three mettiods below: 

111 Aa annuity at age 62 
<2) A lump sum or InsUUment wlUidrawal 
atase63 

(2) Transfer to an Individual letirement 
account or other qualified retirement plan 
BuhsecClon <d) pemlu a participant who 
elected to defer an arniuRy payment to 
modtfy the date specified In that deetton. 

Beetlon 6424 desertbss how annuities 
avaUable frem the thrift plan will be oom- 
mSed and paid. The Tlutft Invcstinent 
Board will preaerfbe asethods of payment 
which must include a alnsie life annuity and 
a Johitwiid-aiirvlvor anmdty. An Iwdividua] 
dosicnated as bavins an iasurable Intorost 
to the annuitant Is also covered wider this 
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Subsection (a) defines toms used in appli- 
catioin of thIsaecUoiL 

BubeecUon (b) requires the Board to cs- 
tablito three funds under which sums in the 
Thrtfi Bavtoss Fbnd may he invested and 
provlte an option to estahUsh other funds. 
The funds are: 

(li. A Oovarnment Sseurttles Investment 
Fuid which Is invested to special issum of 
the tVeasury. 

(2V A Fixed I n co me InveeUnent Ftoid 
which is invested In insuranoe contracts, 
certificates of deposits, or other hwtru- 
menls. 

ii) A Common Stock Index Investment 
Fund) which is invested to common stock 
issueb included to a ^bommonly reoognlaed 
stoch index, with the titibeotace invested in 
a glvqn stooh to he Uisltotiie as the peraent- 
age cif that stock's market value Included in 
the todex. f 

Suhaecilon^te) specifies Uiat sums in the 
Thrift Aind which are not designated or 
avgU^le to be invested In one of the ether 
tovesfment funds wUl be Invested In the 
Ooveriuaent Securities Investment Fund. 

Subsection <d) states that paitietpanto 
may isleci, at toast once each year, the In- 
veetntont funds into which they wish to 
have their Thrift Savings Fund Invested or 


Subsection (e) specifies that, during the 
imptofnentation phase of the Thrift Savings 
Fundi * certain percentage of the contrlbu- 
ttooB toade by and for the participant must 
be thvested In O ov ernm e n t Ssourities tn- 
vestiuait Fund. For participant contribu- 
tions, the toltia] amount Is 106%. raduced by 
26% bach year over a five pear period, begin- 
ning to 1666. Far agency oontributions. the 
eame phasing schedule applies, beginning in 
1663. All amounte earned on IheBe contribu- 
tions foust be reinvested In the Oovernment 
Securfties Investment FUnd. fUrtieipants 
hired, during the tmnporary adjustment 
period will have contributions iar that 
period, as de s cribed to section 6473(b). in- 
vested to the Government Securities Fund. 

Subtoetion (f) provides for the Secretory 
of thd Hossury to tosue, as needed by the 
FUnit two year notes bearing an intorost 
rate equal to the average market yield of all 
such notes as of the end of the nwnth pre- 
ceding the date of issue. 

Section 6436 prescribes how the Executive 
Oircctor is to ecoount for the funds of each 
partictoant to the System and requires that 
the parti r J p a nI be provided an annual state- 
ment 6f hisor beraeoount An amual audit 
report by an Independent qualified public 
accountant Is also required. 

Subdiapter IV describes the benefite 
avaUahto to survtvors cf deceased partici- 
pants and fonner participants from the 
basic and the thrift plan. 

Section 6431 provides for payment of 
d eath b enefits from the basic plan to the 
surviving qmuse of a particlpanl or a fonner 
parttotosnt other than an annuitant if the 
deceased had five or more years of sendee. 
If the participant or fonner participant was 
eligible to retire, the survivor gets 50 “ 


ment of Defense MQitsry Retirement Fund 
sbal) reimburse the fiind annually for the 
normal cost relating to the military service 
of employees and members who become par- 
ticipants during the fiscal year. This ex- 
cludes employees covered by the CSRS who 
elect under section 6471U) to loin the 
CSP6. 

Subchapter HI describes the thrift savings 
plan, which is an optional plan per mittin g 
participants to contribute a percentage of 
IhelT basic pay or disability benefits to a se- 
lected Investment vehicle and have those 
contributions matched by the govenunent. 


aetuBTially. Methods for providing annual 
Increase in the annuity payable must also 
be prescribed 

Section 6425 pro vides ruleB for elacUons 
by parUcipaats antiOed to payments or 
tianafers from the thrift plan. 

Section 2426 estahUshea the Thrift Sav- 
ings Fhnd and prescribes how moneys In the 
Fund xaay be used. Included In thcae uaea is 
a requirement for the Board to fgfabibti a 
program to make Joans to participants in 
cases of hardship- 

Section 64^ describes how employee and 
employer mooes vID be invested. 


... MO It 

he or she had retired the day before death, 
with any applicable reductions lor early re- 
tirement and for election of a survivor bene- 
fit). If he or she was not eUs^le to retire, 
the benefit Is computed as described above 
but payment is delayed until the date be or 
she would have been rilgtole to retire. 

Section 6432 provides for payment of 
death benefite from the basic plan to the 
survivor of an annuitant In accordanoe with 
an election under section 8416, 8434(a)L or 
6436(c). 

Section 6433 provides for survivor benefite 
from Ibe thrift savings plaa. if the deceased 


I 
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participant or former participant is not sur- 
vived by a spouse, payment Is made to an in- 
dtvidual designated as having an insurable 
Interest or. If no such designation was made, 
to the deceased individual's estate. A surviv- 
ing spouse entitled to payment of benefits 
may elect to receive the money under one of 
three methods. These are: 

(1) An annuity 

(3) Transfer of the money to an individual 
retirement account 

<3) Lump sum or installment withdrawal 

Section 8434 provides for basic and thrift 
savings plan survivor benefits to a spouse 
acquired after pasmient of the annuity 
begins. The election Is effective the first day 
of the second month beginning after the 
election is received but not earlier than nine 
months after the date of the marriage. A de- 
posit to retroactively fund this election is 
required as needed. An election of an annu- 
ity reduction to provide this benefit Is not 
permitted if the spouse acquired after re- 
tirement was married to the annuitant 
when payment of the annuity began and 
the annuitant and spouse had jointly waived 
the right to a survivor benefit. 

Section 8435 states the entitlement of eli- 
gible former spouses to receive survivor ben- 
efits from the basic plan and the thrift plan. 
The benefits from the basic plan are the 
same as for a surviving spouse under aec- 
Uons 8416. 8431, or 8432. Benefits from the 
thrift fund are determined actuarially. 

Section 8436 provides for an annuitant to 
elect a survivor benefit from the basic plan 
and the thrift plan for an eligible former 
spouse. 

Subsection <a) permits an annuitant who 
has a former spouse to elect an annuity re- 
duction in order to provide a survivor annu- 
ity to such former spouse. The election 
must be made on or before the date the an- 
nuitant applies for payment of an annuity 
from the basic plan or, if later, within two 
years after the date on which the marriage 
of the former spouse to the annuitant is dis- 
solved. A deposit, computed to reflect the 
amount by which the annuity would have 
been reduced if it had been continuously in 
effect since the date Uie annuity com- 
menced. is required. An election for an an- 
nuity reduction to provide a survivor benefit 
to a former spouse shall not be effective if 
it: 

<1) conflicts with a court ord» or decree, 

(2) exceeds the funds available to pay it, 
or 

(3) is made without the written consent of 
the annuitant’s spouse. 

Subsection (b) provides that an annuitant 
whose annuity Is being reduced to provide a 
survivor benefit to a former spouse may 
elect to provide or increase a survivor annu- 
ity for any former spouse. This electimi 
must occur within two years after the 
former spouse's date of death or remarriage 
before age 55. 

Subsection (c) provides for an annuitant 
to elect to provide a survivor annuity to his 
or her spouse if the entitlement of an eligi- 
ble former spouse Is terminated or reduced 
due to remarriage or death. 

Subsection (d) provides for a waiver of the 
requirement that the spouse of a retiree 
waive a right to a survivor benefit In certain 
situation. 

Section 8437 provides for termination of a 
survivor annuity on death of the spouse or 
former spouse, dissolution of the marriage, 
or remarriage of the former spouse before 
reaching age 55. 

Section 8438 covers deposits to the Fund. 

Subsection (a) requires a market rate of 
interest payment on any deposit needed to 
fund an annuity election under section 
8434<c) or 8436. * 


Subsection <b) provides for offsetting the 
retiree's aimuity If the required deposit Is 
not made. 

Subsection (c) permits OPM to extend the 
time limit for making the required deposit. 

Subchapter V describes the disability ben- 
efits available to a participant who has at 
least 18 months of service. 

Section 8441 provides deflnltions for the 
administration of this benefit 

Section 8442 provides that an eligible par- 
ticpants Is entitled to receive benefits under 
this subchapter If disabled based on the 
Social Security definition and under 62 or if 
unable to work In his current position, not 
qualifed for reassignment and under 55. At 
age 62/55. the annuity Is payable under the 
basic plan provisions of subchapter U based 
on at least 5 yean actual service plus pro- 
jected service through age 62/55. Average 
pay for the purpose of converting the dis- 
abled person from the disability rolls to the 
retirement rolls at age 62/55 Is the average 
pay on the date of disability. Increased each 
time after that date'tiy the Consumer Price 
Index minus two percentage points. 

Section 8443 provides the following meth- 
ods for compute disability benefits: 

<1) If eligible for Social Security or Ineligi- 
ble for Social Security only as a result of in- 
sufficient quarters of coverage, 60 percent 
of average pay minus 100 percent of the 
Social Security benefit while the participant 
Is under age 62. 

(2) If occupationally disabled, 60 percent 
of average pay for the first year. After the 
first year, 40 percent of average pay minus 
Social Security boieflts. If any. while the 
participant Is under 55 years of age. 

Section 8444 requires a claim for disability 
benefits to be filed before the date the par- 
ticipant separates fitun employment by the 
Federal Government or within 1 year after. 
This time limit may be waived by the ad- 
ministrator of benents. 

Section 6445 requires the administrator to 
direct medical examinations for disability 
retirement applicants or benefit recipients. 

Section 8446 requires that an applicant 
who is determined able to perf onn the worii 
required in any position offered by his em- 
ploying agency for which he Is qualified. Is 
at the same giwde or level as his current po- 
sition, and Is within hIs commuting area, 
must be considered for appointment to such 
position. The applicant Is entitled to appeal 
a determination that he Is able to perform 
the work required of such position. 

Section 8447 provides for termination of 
disability benefits to an individual who re- 
covers from the disability before reaching 
age 62 or, In the case of an employee who is 
occupationally disabled, age 55. Recovery Is 
presumed to occur when income for one 
year equals 60 percent of the current pay 
for the individual's former grade. These 
benefits may be resumed if there Is a recur- 
rence of disability. In the case of an individ- 
ual whose benefits were terminated due to 
restored earning capacity, benefits are re- 
sumed if he is not reemployed within one 
year, his ^disability continues, and his 
income for one year is less than the amount 
establishing his restored earning capacity. 

Section 8448 establishes that an individual 
is not entitled to receive both disability ben- 
efits under this chiq^ter and injury compen- 
sation benefits under subchaptcr I of chap- 
ter 81 of this title for the same period of 
time. 

Section 8449 provides for disability bene- 
fits for a militaiy reserve technician who is 
separated from employment as a technician 
due to a disability which disqualifies him 
from membership In the National Guard or 
other reserve component, as the case may 
be. or from holding the military grade re- 


quirefi for such employment and who k not 
placed in another position. 

Section 8450 provides that OPM adll con- 
tract with one or more insurance companies 
or other firms to serve as a third party ad- 
mlnUtrator for the disability program provi- 
sions Iwhich OPM k not specifically required 
to achninister. Each contract awarded ssay 
not exceed 5 years and may include a provi- 
sion authorizing extensions for 1 year at a 
time. 

Section 8451 provides requirements for an 
annuXl accounting by the third party ad- 
ministrator to OPM. 

SecU<m 8452 provides for the establish- 
ment of an Employees^ Debility Insurance 
Fundi in the U.S. Trndhry and requires 
agendles to make payments to the fund 
from their salary appropriations. 

Subchaptn’ VI deaerfbe# general provi- 
sions lapplicaMe to the administration of the 
basic t>lM. 

Section 8461 provides that OPM shall pay 
all befits payable under the basic plan 
from the Fund and shall administer all pro- 
vkioQs not specifically required to be admin- 
kteKjd by the Board or any other agency. 
OPM k also authorized to contract for the 
perfoimaDoe of any of these functions. 

Sedtion 8462 provides for an annual ad- 
justihent to the basic pension as a result of 
an Ipcrease In the Consumer Price Index 
(CPIX. The increase will be the percentage 
increase In CPI minus 3 percentage points. 
The Adjustment k made in December (pay- 
able lb January), and k based on the change 
from September to September. A pro rata 
share of the increase k payable to retirees 
or su^vor annuitants for whom thk k the 
first Increase. 

Section 8463 provides that each annuity 
and disability benefit k stated as an annual 
amount, one-twelfth of which k the month- 
ly rate payable. 

Section 8464 provides that a participant's 
annuity under the basic pension commences 
on the first day of the first month after the 
participant aquar at es from government em- 
ployment or such later date as he or she 
elects. It terminates on the date of death or 
other terminaUng event provided by law. It 
further provides that a survivor annuity 
commences on the first day of the fint 
month after the date of death of the bertici- 
pant or retiree on whom the annuity k 
based and terminates on the last day of the 
last Inonth ending before the surviving 
spouXe dies or remarries before age 55, 
unleii another date k specified In accord- 
ance With thk chapter. 

Section 8465 provides that an individual 
entitled to receive a basic pension may 
waive receipt of all or part of the benefits. 
An individual may also make allotments 
from the benefit pajment. 

Section 8466 provides that an application 
for benefits must be received before the 
former participant's 115th birthday; for sur- 
vivor benefits, the application must be re- 
ceived within 80 years after the death or 
other event which establishes ^entitlement 
to the benefit. 

Section 8467 requires compliance with the 
terms of a court order requiring payment of 
an annuity, in whole or in part, W another 
persop. 

Section 8468 provides for termination of 
an annuity when an annuitant is reem- 
ployed by the Government. Upon termina- 
tion Of the employment, his annuity right 
are redetermined. The amount of the annu- 
ity resulting from a redetermination may 
not be less than the amount of the termi- 
nated annuity plus any COLA increases. 

Subchapter VII outlines the transition 
provisions for Individuals covered by the 
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OKRS who choose to participate in the vestment asset managers and three are to be Section 302<g) amends section •348(a> of 

•dministrators of thrift savings plans. title 6, pnited SUtes Code, to clarify that 

Section S493 provides for the Board to ap- the Civil Service Retirement and Disability 
<CSRS), other than District point an Executive Director to carry out the Fund Is available to pay benefits and admin* 
fi employees, t^le^ ^ard in administering the istrative expenses for both chapters 83 and 

f” the nw system (C^) Thrift Savings Fund. The ExecuUve Dlrec* 84of su^h tIUe. 

^ to tor is authorised to enter into contracU as SecUoh 303 amends section 1005(d) of Utle 

rewn aan*uM f<>r entitlement to ben- necessary to carry out these policies. 39. UniM States Code, to include officers 

the CSRS for MrviM subj^ to Section 8494 states the investment policy and em^yees of the Postal Service for oov- 
that system. It also provides that rehtres governing the Thrift Savings Fund. This in* erage under the provisions of chapters 83 
who are r^uired to participate in the CSPS eludes a provision that investments chosen and 84 ojf title 5. 

likely to receive broad accepteance by Section 304 requires agencies to pay all 
pemitM to detail to the C^RS fund any participants and the public, and a provision aroup life insurance basic plan costs for 

which specifically pro* eSPS participante from sal^ appropria* 
^ W^hje bas^ on fp^^tioitt of vide for private sector investment should tions. 
eWbility and service under both CSRS and not require a significant level of active in* Section 305 amends sections 8901(10) and 
sStlon 8472 thAt nsM . * . . . . 8905(c) bf UUe 5, United Stples Code, to In* 

an allowed credit for Mrvtce under both SecUon 8496 IdenUfies fiduciaries and PoT^aSis sSo^nSSTMction^WStb) 
systems for purposes of determinint ell*ibll- their responsibUities, defines -party in in- toM^t \ fu!^ 

^ standards rtfWucii^ mStom or mSStaSl wSS Jii JnSSS^to 
in the thrift plan. Pay for such individuals conduct, listo prohibited practices by fidu- ?h^th JT 

su^uent to beginning pa^ipaUon in the ciaries. knd d^be. penfuiS for SmSt- ^ 

^ ‘ 306 amend. secUon «05Cc, of UUe 

benefits provided Wily TOdSthe^a nm u-ambidsuhts aaiArwo to sociAt 6 to provide that chapter 84 does not apply 
Section 8473 provides that service by a sxcimiTT. to employees of certain non-appropriated 

participant during the temporary adjust* SecUon 201 amends secUon 210(a) (5) of tund instrumentalities, 
ment period wlU be recognized as years of i*'* Social Security Act to cover service per* TITLE IV-AUTHORIZATION AND 
participation for the purpose of vesting in horned by an indhidual who commences EFFECTIVE DATES 

the employer's contributions to the Thrift . Sectioh 401 provides for payment of the 

Savings Fund under section 8422. For such 202 amends fiscal year 1988 and 1987 expenses of the 

participante. moneys will be transferred ^ ^ S^fvlce ThriU 

from the Fund to the Thrift Savings Fund commences appropriations. 

in an amount which equals twice his or her FWticipation in the CSPS. Section 402 provides that this act takes 

contributions plus interest for any calendar title iii—misce llaiiiops ak d convorming effect January 1, 1987. except for subchap* 
year at the rate determined under section aiiEHMiEifTS ter VIII of chapter 84 (relating to the Civil 

8384(e) of Utle 5. The amount transferred Section 301 extends the Federal Employ- Service Thrift Investment Board), which 
»*ill be in the form of interest-bearing secu* ees’ Retirement Contribution Temporary takes effect on the date of enactment, and 
rities of the United Stotes. FOr vesting pur* Adjustment Act of 1983 from January 1. the loab program required by aection 
poses, half of the amount will be treated as 1988 untU January 1, 1987. 8428(e) brhich must be established not later 

a contribution from the participant and half SecUon 302(a) amends secUon 8331 of title than Jahuaiy 1, 1988. 

as a contribution by the employing agency. 5, United States Code, to limit coverage 

Participante hired during the interim period under the CSRS for District of Columbia Congressiohal Resbarcb Servicb, 
who made a deposit to cover military service government employees to those first em- The LisaART op Cougrxss 

wUl receive a refund of the deposit. ployed before January 1. 1987. Washington, DC. Jnty 25. 1985 

Section 8474 defines **reemployed annui- Section 302(b) amends section 8332 of Utle To: Senate Committee on Oovemmental Af* 
tanf for various Government retirement 5,-United SUtes Code, by adding a new sub- fairs. Senate Subcommittee on CivU Serv- 
systems. This section provides that a reem* section excluding participant in the CSPS ice, Pogt Office and General Services, 
ployed annuitant retains entiUement to the from receiving service credit under the From: Dennis Snook, Leader, avll Service 
Government retirement system under CSRS. except in certain limited situations RetiiePimt Team, 
which he/she retired. It further provides affecting parUcipante retaining entiUement Subject: iCRS Analysis of the Stevens-Roth 
that service performed as a reemployed an- in the CSRS under secUon 8472. Plan feir a Retirement System for FMeral 

nultant under CSPS shall be credited only SecUon 302(c) amends secUon 8333(b) of Workers Covered by Social Security 
for eligibility to retire under CSPS and tiUe 5, United SUtes Codes to modify the 

cannot be considered crediUble service for requirement that an employee or Member COMPARtSON OF BfTRY AGE NORMAL COST ESTIMATES OF 

the annuitant's previous retirement system, must complete at least one year of crediU- niRorMT rw in CTFvnuLanTU n an i 

Also, pay earned as an employee before and ble service as a participant in the CSRS out wiwtxi iu iitvtawwiH l*uw 

after reemplojrment Is considered in com* of the last two years before separaUon to in* (9 iscmi] 

puting average pay under both the CSPS elude service under the CSRS. It a lso 

and the annuitant’s Government retirement amends section 8333(c) by making the con- Sweassn m 

system. tribuUon requirements applicable only to imam) 

Section 8475 excludes former CSRS par- service performed while not a participant in U Sm 

Ucipante who join the CSPS from the wind* the CSPS. ^ ^ Tgt,| itoiw swt Tow 

fall reduction and the public pension offset Section 302(d) amends secUon 8334(a) of Sre St ^ 

pro\ision8 of the Social Security Act. UUe 5, United SUtes Code, relating to de- : 

Section 8478 authorizes OPM to prescribe ducUons from an employee’s pay for both ^ . 

regulations to carry out this subchapter. CSRS and Social Security coverage. An em* STJwTr ' ” *5, “““ji {} ; 

Subchapter VIII describes the Civil Serv* ployee who was covered by the CSRS on De- EgLi i i > 

ice Thrift Investment Management System, cember 31, 1985 and who was subsequently in 

Section 8491 esUblishes a Civil Service covered by Social Security will continue in ~ — ^ 

Thrift Investment Board, composed of the the CSRS at a reduced oontribuUon. The Mcos* 25.0 32i 201 u |9.7 

Chairman of the Federal Reserve Board, Contribution to CSRS wiU be equal to the IIZ; — Z 

excess of the employee’s normal CSRS con* 

of OPM, and two reproMnUtive* of Pedenl tribuUon over tbe OASDI porUon of the amamiS 
employedfprganizations appointed by the Social Security tax. nsyix^. ^ 

Frosident, one of whom must be from a Section 302(e) amends section 8339 of title ^ ^ iwwOp d aw TUW pyd taaii W 

Ubor organizatidn and one of whom must ». United States Code, to specify that the >inwSj^ m m mm) 0 fwrt taw ua 
be from a Federal employee management CSRS benefit received by those covered jawyt (ffi lgj .ioeiiw «« m rnttm mmUfti w m e 

organization. The Chairman of the Federal under subsecUon (d) will be offset by 100% ^ ^ ^ 

Reserve Board will chair the Board. Specific of the Social Security beneflt attributable mm wuBv m s MnM wSSi seUoMai^ ill 
responsibilities of the Board are detailed to federal service. cw U iS s b (^kjji wkew micMii Mtif u pmbmi kr mw 

, Section S03(f) amends section 8347(a) of gly") » JP i* .■ ■■■t ». mm t m 0 M 

Section 8493 provides for the establish- UUe B. United States Code, to permit OPM S5Br U.Tg jj, w damiS mmSs SwMitm 
ment of a Civil Service Thrift Advisory to contract tor the perfoimanoe of adminis- (tie) htyjoiitweiy w 

Committee, composed of six members ap- trative servioes necessary to carry out its re- . *»”> g*,”.** ***<■ a t wi ftje 

pointed by the Board. Three are to be in- sponsibilities under subchapter 83. mwb wnai wsieM 
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ENTRY AGE NORMAL COST OF STEVENS>ROTH PLAN BY 
BENEFIT * 
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REPiXSeMENT UPfES-ADErON PIAN: 1 PERCENT ACCRUAL RATE; CAP WITH 1 TO 1 MATCH UP TO 5 PERCENT OF PAY; 2 PERCENT EARLY RETIREMENT REDUCTION,' POSTRETIREMENT 
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METHODOLOGICAL SUPPORT 

A. Cost and replacement rate models 

The estimates of retirement costs and 
benefits presented In this analysis were gen- 
erated using the Congressional Research 
Service's cost and replacement rate models. 
These computer-based actuariid models 
were developed by CRS aith actuarial sup- 
port and a Pension Valuation Language 
(PVL) provided under contract by Hay-Hug- 
gins, Inc., an actuarial consulting firm. It 
should be noted that these models project 
future outcomes from assumptions. While 
such projections are valuable tools for 
making relative cost and benefit compari- 
sons, it is inappropriate to imply or to seek a 
degree of accuracy for them that is in prin- 
ciple unattainable. 

1. Cost model 

The cost model projects long-term costs of 
pension designs. The approach used is 
knoarn as “entry age nora^ cost/* and can 
be generally understood as the percentage 
of every paycheck that should be Invested, 
over the total career of each employee in a 
group of new entrants, to pay fully for all 
benefits received by that group, including 
all eligible survivors. Normal cost is formal- 
ly defined as the present value of futiu^ 
benefits divided by the present value of 
future compensation. These values are ex- 
pressed as a percentage of payroll, and pro- 
vide a consistent measure of relative pen- 
sion cosU over time. 

2. Replacement rate model 

The replacement rate model projects the 
percentage of gross preretirement wages re- 
placed by gross postretirement benefits. 
This percentage can be shown at retirement 
and at various ages after retirement, with 
the latter expressed in values relative to 
purchasing power at retirement. Capital ac- 
cumulation replacement rates assume the 
purchase of an annuity indexed to the as- 
sumed rate of inflation. 

3. Data and assumptions 

The cost and replacement rate models re- 
quired the use of certain data and assump- 
tions, in order to project cost and benefit 
outcomes for employees entering work in 
1985 and retiring in the year 2030. A profile 
of the Federal workforce into the future 
and drawn from data of the current system, 
and other factors pertaining to costs and 
benefits were identified and assumptions 
about the relative weight of those factors 
were made. Complete documentation of the 
methodology, data and basis for all assump- 
tions.is available from CRS. 

1. Demographic assumptions 

Given the order of magnitude of Federal 
employment, fairly reliable daU on the Fed- 
eral w^orkforce could be obtained, and was 
used whenever appropriate. The vast major- 
ity of the data used to construct a demo- 
graphic profile of the Federal workforce 
was provided by the Office of Personnel 
Management (OPM). These data Included 
career patterns, mortality and disability 


rates, probability of leaving a surviving de- 
pendent, etc. Certain modifications were 
made to the OPM data that lessen the 
groalh over time in the patterns of career 
improvement, and social security estima- 
tions of future improvements in mortality 
w^ere also incorporated. 

2. Economic assumptions 

All economic assumptions were taken 
from the 1985 Social Security Trustees' 
Report under the designation, *‘Intermedi- 
ate II-B.*' The II-B assumptions are most 
commonly accepted as being neither opti- 
mistic nor pessimistic. When the 1986 Trust- 
ees’ report is issued, CRS will incorporate 
any changes to IX-B into the cost and re- 
placement rate models. For 1985, the as- 
sumptions were annual average increases of: 
Interest, 6.1 percent: wages, 5.5 percent; and 
prices, 4.0 percent. 

3. Beharioral assumptions 

Changes in plan designs relative to one 
another will cause changes in behavior 
which in turn affect plan costs. The changes 
in assumed rates of retirement, separation, 
etc., were made by the actuarial consultant, 
after research and discussions with CRS 
staff. 

4. The cost of Social Security 

GeneraUy, the cost of social security to its 
participants is the same as the tax that 
must be paid to the program. For these esti- 
mates, the cost of social security is the ratio 
of social security (OASDI) Uxes to total 
Federal payroll over the 75-year period of 
the projection, , evenly dirided between em- 
ployees and the Federal Government as em- 
ployer. Under social security II>B assump- 
tions, the benefits and taxes of the program 
are roughly in balance over that period, if 
the tax on social security benefits is treated 
as a revenue to the program. It should be 
noted, however, that some of the social se- 
curity taxes on Federal pasrroU are not re- 
ceived back by Federal workers in the form 
of benefits because the average of Federal 
wages covered by social security exceeds the 
average covered wage in employment out- 
side the Federal Government. Because the 
social security formula enhances the bene- 
fits of lower-paid workers, approximately 
0.4 percent of payroll of the tax credited to 
social security from Federal wages is redis- 
tributed to workers outside the Federal 
Government. If the Federal Government is 
viewed, not as an employer, but in its other 
n^e as participant in the national economy, 
this redistributed amount could be con- 
strued as a savings. . 

Other differences in the pattern of pay- 
ments between the present C8RS and social 
security are also taken into consideration 
when costs or replacement rates for a new 
plan incorporating social security are com- 
pared to the current system. The value of 
this difference is approximately two percent 
of payroll. About tw^o-thirds of the differ- 
ence is attributable to the portable rights to 
social security earnings crediu retained by 
employees who leave employment with less 
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than a full career. The remathifer of the dif- 
ference, after cerUin offsedTand overlaps 
are netted, is attributable to dependents' 
benefits payable under social sfeurity but 
not payable from the current GSRS. The 
sum of theee differences in the pattern of 
payments has been distributed across the 
various benefit components of the proposal 
and is thus reflected in lower replacement 
rates at retiiement (excluding benefits from 
capital accumulation) of about five percent 
of total benefits attributable to the employ- 
er share of total plan costs. 

5. Estimated capital accumulation costs 

Cost of the capital accumulation plans 
analyzed by CRS depend on the participa- 
tion rate of individuals. Such rates, ex- 
pressed as ^*percent of full participation." 
are influenced by two features of the plan: 
The rate at which employee paymenU to 
the capital gccumulation plan are matched 
by employer payments, and the ceiling on 
employee mntributions eligible for such 
matching dollars. Some employees will con- 
tribute the full amounts permitted by the 
plan specifications, others only some, still 
others not ait all. The percent of full partici- 
pation is the net average of full participa- 
tion after alt full, partial, and zero contribu- 
tions have been combined. 

The cost to the Federal Government of 
the capital accumulation plans is estab- 
lished by multiplying the matching rate 
specified for the plan by the estimated per- 
cent of full participation. For example, Hay- 
Huggins, In^.. estimated that a plan with a 
50 percent employer match of employee 
contributions to 6 percent Of pay would ac- 
quire a 55 percent average full participation. 
Multiplying that rate times the maximum 
government match (three percent) yields a 
Federal Goremment cost for the plan of 
1.65 percent of pay. 

This proposal includes a capital accumula- 
tion plan thit permits the employees to con- 
tribute as miuch as 10 percent of their sala- 
ries, with the first 5 percent matched on a 
one for one basis. Hay-Huggins estimates 
that the phased vesting of 25 percent of the 
matching amount for years two through 
five would ifeduce the <x)st to the govern- 
ment approkimately 0.03 percent, as em- 
ployees who separated with less than five 
years of service lose portions of the match- 
ing amount. Thus, at a 60 percent rate of 
full participation, employees would contrib- 
ute an average of approximately 3.0 percent 
of salary, and the Federal Government’s 
matching cost would be approximately 3.0 
percent of I pay. DocumenUtion of the 
method for grriviiig at the variable used for 
the capital ateumulation cost assumptions is 
available from CRS. 

Mr. ROTH. Mr. President, today 
Senator Stevens and I are introducing 
one of the major pieces of legislation 
of the 99thl Congress — the new supple- 
mental retirement plan for Federal 
workers. 
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